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LEVEL 1 - 1 OF 10 ITEMS 
The Associated Press 

The materials in the AP file were compiled by The Associated Press. These 
materials may not be republished without the express written consent of The 
Associated Press. 


March 9, 1994, Wednesday, AM cycle 
SECTION: Washington Dateline 
LENGTH: 1240 words 

HEADLINE: A Real Estate Venture That Spawned a Federal Investigation 
BYLINE: By RICHARD KEIL, Associated Press Writer 
DATELINE: WASHINGTON 
BODY 

A small, money- losing real estate venture in rural Arkansas provided the 
name ferr an expanding f edcra-l -i n vestigation- -that has- cwt nr do B d -oye r - Pres i de nt ” 

Clinton's White House. 

Here are some questions and answers about Whitewater. 

Q: What is "Whitewater"? 

A: The name comes from Whitewater Development Corp., a real estate venture 
President and Mrs. Clinton and their partners, James and Susan McDougal, formed 
in the late 1970s to build a vacation and retirement community along the White 
River in northern Arkansas' Ozarks Mountains. The venture lost money for several 
years, and the Clintons sold out their interest to McDougal in 1992 for $ 1,000. 

The Clintons say they lost $ 68,900 in the deal. Clinton was governor of 
Arkansas and Hillary Rodham Clinton a lawyer in Little Rock, Ark., during much 
of this time. 

Q: What put Whitewater into the news? 

A: News reports last October said the federal government's savings and loan 
cleanup agency had discovered that prominent Arkansans , including the Clintons, 
may have benefited from the misuse of depositor funds at the failed Madison 
Guaranty Savings and Loan Association owned by McDougal . Specifically, 
regulators recommended that the Justice Department start a criminal probe into 
whether Madison funds were illegally diverted to pay the personal and political 
debts of politicians. Among the questions is whether S&L funds went to 
Whitewater or to help retire Clinton's 1984 gubernatorial campaign debt. 

Whitewater was briefly an issue during the 1992 campaign, but the story then 
centered only on how much money the Clintons had invested and lost in 
Whitewater. 

Q: What is known about the possible diversion of funds to Clinton's ; 
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gubernatorial campaign? 

A: Regulators have questioned the source of 9ome $ 12,000 in donations to 
Clinton's campaign that were made on Madison S&L cashier checks. Some Madison 
officials who attended a 1985 fund-raiser hosted by McDougal say they used their 
own money . 

One listed donor, a college student, raised interest for a while when he said 
he never gave Clinton the donation. The student's father, Charles Peacock, later 
acknowledged he used his own money and put the donation in his son's name. 

Another Madison official has said he was reimbursed for his donation but he 
declined to say by whom. The Clinton campaign has said it would have no way of 
knowing the actual source of such donations. 

Q: What have the Clintons been accused of? 

A: Regulators have said the criminal referrals do not accuse the president or 
his wife of wrongdoing, but they do state that the Clintons may have benefited 
from questionable transactions at the S&L. The Clintons have repeatedly stated 
that all of their business dealings were aboveboard and legal. 

Q: What does the Rose Law Firm have to do with Whitewater? 

A: The Little Rock law firm is where Mrs. Clinton, Associate Attorney General 
Webster Hubbell and the late white House deputy counsel Vincent Foster worked 
n wrfwe co min g toTrasttingeorr. — 

Rose lawyers, including Mrs. Clinton, represented Madison SAL on a matter 
before state regulators in the mid-1980s. After Madison failed, the Rose firm 
and Hubbell won a contract from the government to sue an accounting firm blamed 
for Madison's demise. Questions have since been raised whether this constituted 
a conflict given Rose's past work for Madison and the fact that Hubbell had 
relatives with extensive financial dealings at the SAL. The government recently 
cleared Rose of conflicts but that decision is being reviewed. 

Most recently, two couriers have alleged that since the Whitewater 
investigation began they were asked to shred documents at the firm that carried 
Foster's initials. That, too, is under investigation although the firm has 
denied any wrongdoing. 

Q: Why was special counsel Robert Fiske named to investigate Madison and 
Whitewater? 

A: The investigation has changed hands three times. It was initially handled 
by U.S. Attorney Paula Casey in Little Rock. Casey, a Clinton appointee, removed 
herself from the case in December amid criticism she had a conflict of interest 
because of her lengthy association with the Clintons. The case was then turned 
over to veteran Justice Department prosecutor Donald Mackay who worked on it for 
about a month. But mounting political pressures for an independent investigation 
led Attorney General Janet Reno to appoint Fiske on Jan. 20. He is a former U.S. 
attorney in New York. 

Q: How much independence does he have? 

A: While Fiske technically answers to Reno, special counsels generally have 
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operated with broad independence. However, Watergate special counsel Archibald 
Cox who was fired by the Nixon administration during the "Saturday Night 
Massacre." Special counsels are different from independent counsels. Iran-Contra 
prosecutor Lawrence Walsh, the most famous independent counsel, reported to an 
appeals court completely separate from the Reagan and Bush administrations. 

Q: How did the Whitewater affair expand to the White House? 

A: Primarily through revelations that top Treasury Department officials and 
regulators had briefed White House officials last fall and again in February on 
the status of the investigation. The White House has acknowledged three meetings 
and some additional "incidental" contacts. Officials say the meetings were 
called to answer press inquiries about Whitewater and that nothing about the 
substance of the investigations was revealed except that the Clintons were named 
as possible beneficiaries of questionable S6L transactions. The Clintons have 
said they were unaware of the meetings. 

The White House has expressed regret and said it has taken actions to prevent 
even the appearance of meddling in the future. One official involved in the 
meetings, former White House Counsel Bernard Nuasbaum, resigned over the 
weekend . 

Q: Would congressional hearings on Whitewater imperil Fiske's criminal probe? 

A: Democrats say yes. Republicans say no. The recent Iran-Contra proceedings, 
suggest, however, that public hearings on Capitol Hill can harm an investigation 
like Fiske's. The convictions of former National Security Council aide Oliver 
North and National Security Adviser John Poindexter were overturned when an 
appeals court ruled that congressional testimony given under grants of immunity 
had tainted the criminal proceedings against them. Prosecutors are also 
concerned that televised congressional hearings could give potential witnesses 
or defendants an opportunity to make their own stories conform with the accounts 
offered by others in a public forum. 

Q: What is Fiske investigating? 

A: Fiske's broad probe will touch on every aspect of the case, including: 

-Madison's failure and whether any illegal diversions took place that could 
have benefited the Clintons, Whitewater or other prominent Arkansans. 

-The recent contacts between the White House and S&L regulators regarding the 
Madison investigation. 

-The death of Foster last summer. His body was found in a suburban park 
outside Washington and police have concluded his death was a suicide. 

-The trial of David Hale, a former Arkansas municipal judge accused of 
misusing federally guaranteed loans. Hale alleges Clinton pressured him to make 
a $ 300,000 Small Business Administration-guaranteed loan to a McDougal company. 

-Whether any improper shredding occurred at the Rose firm and whether any of 
the firm's dealings on Madison were inproper. 
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LEVEL 1 - 2 OF 10 ITEMS 
The Associated Press 

The materials in the AP file were compiled by The Associated Press. These 
materials may not be republished without the express written consent of The 
Associated Press . 


March 9, 1994, Wednesday, AM cycle 


SECTION: Domestic News 
LENGTH: 436 words 

HEADLINE: Second Courier Says He Shredded Apparent Foster Files 
BYLINE: By JOEL WILLIAMS. Associated Press Writer 
DATELINE: LITTLE ROCK, Ark. 

BODY 

A second courier from the Rose Law Firm said Wednesday he helped shred 
documents from files bearing the initials of the late White House lawyer Vincent 
w. Foster Jr . . 

The courier, Clayton Lindsey, said he has been subpoenaed to testify before a 
grand jury investigating the Whitewater case. 

Lindsey said he and another courier, Jeremy Hedges, did the shredding - on 
Jan. 21, he believed, the day after Robert Fiske Jr. was appointed special 
prosecutor for Whitewater. 

Among other matters, Fiske is examining the failure of Madison Guaranty 
Savings and Loan and whether investors in a northern Arkansas land venture, 

Whitewater Development Corp. , including President and Mrs. Clinton, benefited 
improperly from Madison transactions. 

Files pertaining to Whitewater were in Foster's White House office when he 
committed suicide in July. Before becoming deputy White House counsel last year, 

Foster was a partner with Hillary Rodham Clinton at the Rose Law Firm in Little 
Rock. Fiske also is investigating Foster's death. 

Lindsey said he believed the files shredded on Jan. 21 were Foster's because 
they were in files marked with the initials "VWF." 

"He's the only one there with those initials," Lindsey said. 

However, he said he did not look at any of the documents being destroyed. 

He said shredding is a normal activity at the firm and he did not sense any 
urgency to shred those files. 

Many law firms regularly shred documents to protect the confidentiality of 
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their dienes' esses. 

ABC News and The New York Times reported that Hedges told them he saw 
Poster's signature on documents he was shredding. The Times last week quoted 
unidentified sources as saying that Hedges told a federal grand jury on Feb. 16 
that he and a colleague shredded papers from Foster's files at the firm in late 
January . 

The firm said in a statement last week that none of Foster's files had been 
destroyed. 

"In the process of a lawyer changing offices, a box of old files containing 
internal Rose firm materials, such as copies of notes of firm committee 
meetings, was destroyed earlier this year," the statement said. 

Lindsey, who is a roommate of Hedges, said he has been subpoenaed to appear 
on March 15 before a federal grand jury in Little Rock. The grand jury has been 
investigating Whitewater and other, unrelated cases, at its monthly meetings. 

A special Whitewater grand jury will convene in Little Rock for the first 
time on March 23, said Mary Buford, federal jury coordinator for the Eastern 
District of Arkansas. 

Another grand jury, in Washington, also is involved in the Whitewater 
investigation. 

LANGUAGE: ENGLISH 
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LEVEL 1 - 3 OF 18 ITEMS 
The Associated Press 

The materials in the AP file were compiled by The Associated Preps. These 
materials may not be republished without the express written consent of The 
Associated Press. 


March 9, 1994, Wednesday, PM cycle 
SECTION: Washington Dateline 
LENGTH: 994 words 

HEADLINE: Fiske Says White House Cooperating; Opposes Hearings 
BYLINE: By NANCY BENAC, Associated Press Writer 
DATELINE: WASHINGTON 
BODY 

The special prosecutor in the Whitewater affair said today the White House 
was being "very responsive and cooperative" and urged Congress to hold off any 
hearings until he determines whether the administration meddled in the 
investigation. 

With White House aides preparing to testify before a federal grand jury and 
the administration collecting subpoenaed documents, special counsel Robert Fiske 
met with lawmakers on Capitol Hill hoping to convince them not to complicate his 
investigation by calling his witnesses. 

"I would prefer that there be no congressional hearings," Fiske said. But he 
said he realized Congress had legitimate oversight concerns, and urged that 
lawmakers at least hold off until he finishes his review of White House contacts 

with thrift regulators looking into Whitewater. 

Fiske said the White House phase should take weeks, or a few months at the 
longest, adding he would have "no objections" to hearings on the issue of the 
contacts when this part of his probe is finished. 

If there are hearings. Republican Sens. William Cohen and Alfonse D' Amato 
said they had assured Fiske that he would get first crack at critical witnesses 
and that Congress would not grant immunity to anyone it called to testify. 

Congress granted immunity to witnesses in the Iran-Contra hearings, a factor in 
the reversals of several Iran-Contra convictions. 

"We have assured the counsel we can conduct our oversight hearings in a 
manner which will not deter or preclude him from carrying out his 
responsibilities," D'Amato told reporters after he and Cohen met with Fiske. 

In addition to pledging no immunity, the New York Republican said Fiske would 
be given "sufficient lattitude and time” to "fully develop" the statements and 
evidence of any witnesses he has subpoenaed. 
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D' Amato said public pressure would make congressional hearings "inevitable” 
despite resistance from Democrats, and Cohen, R -Maine, added the option of 
•avoiding hearings "is not going to be politically possible. ..." 

Cohen added that Americans don’t want to see the president or first lady 
"pilloried" in a congressional probe and D' Amato insisted, "This is not an 
attempt to injure the presidency." 

Fiske is probing the failure of Arkansas' Madison Guaranty Savings and Loan 
Association and whether investors in the Whitewater land venture - including 
President and Hillary Rodham Clinton - benefited from questionable Madison 
transactions during the 1980s. 

As part of that probe, Fiske is examining a series of meetings between White 
House officials and federal regulators looking into Whitewater, contacts that 
raised questions about whether the investigation could have been compromised. 

As part of that effort, he has subpoenaed 10 administration officials to 
testify before a grand jury beginning Thursday. 

Asked today what advice he'd give to subpoenaed aides, Clinton said: "Just 
the same advice I've given everybody: Just tell them what happened. Answer the 
questions and go on. Be very open.” 

The debate in Congress over the hearings is largely along partisan lines. 

Republicans are demanding a congressional investigation and promising not to 
interfere with Fiske 's work. 

The opposition is led by Democrats, who say it was Republicans who demanded a 
special counsel in the first place and now should let him do his job. "It's a 
political circus and all they want to do is to throw up a lot of dust and 
embarrass the president,” Senate Majority Leader George Mitchell said today. 

But Senate Republican Leader Bob Dole of Kansas said this morning that 
hearings were necessary and rejected criticism that Republicans are playing 
politics. "Let's stop the finger-pointing and let's get on with the hearings,” 
he said. "Congress has a clear right to ask questions.” 

Clinton, meanwhile, was struggling to pull his administration out from under 
the Whitewater cloud with another broad denial of wrongdoing. 

"I am very relaxed about this," Clinton insisted Tuesday as his second news 
conference in as many days was swallowed up by questions about Whitewater. "I 
did not do anything wrong . There is nothing here . ” 

His vigorous denials of misconduct notwithstanding, the controversy over 
Whitewater seemed only to mushroom: 

-The president acknowledged additional "incidental" contacts between Clinton 
aides and federal regulators about Whitewater, adding to questions about 
possible White House interference in an independent investigation. 

-Six top White House officials and four current or former Treasury Department 
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officials prepared co testify about Whitewater under grand jury subpoena. Some 
have received permission to delay appearances originially scheduled for 
Thursday, but they were not immediately identified. Among those summoned: 
outgoing white House counsel Bernard Nussbaum, who resigned over the weekend 
because of criticism over the way he handled questions about Whitewater. 

•White House officials have collected a stack. of . Whitewater- related documents 
to be turned over to investigators on Thursday. Press Secretary Dee Dee Myers 
said the documents "could be a foot (high) but it's not like many, many boxes." 

-ABC News and The New York Times reported that Jeremy Hedges, an employee of 
the Rose Law Firm in Little Rock, Ark., said he saw Vincent Foster's signature 
on documents he shredded at the firm after Fiske's appointment as special 
counsel. Foster, the deputy White House counsel who committed suicide in July, 
worked at the firm with Hillary Rodham Clinton. Rose officials have said the 
papers were internal documents unrelated to Whitewater. Myers declined comment, 
saying the matter fell under Fiske's jurisdiction. 

Clinton said the White House would be inclined to cooperate if the hearing 
does occur. 

Trying to polish his administration's image on ethics, Clinton on Tuesday 
replaced Nussbaum on an interim basis with what he called the "firm, 
uncompromising and steady hand" of respected Washington la wyer ~Lloyd"Ctitier~. 

LANGUAGE: ENGLISH 
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LEVEL 1 * 4 OF 18 ITEMS 
The Associated Press 

The materials in the AP file were compiled by The Associated Press. These 
materials may not be republished without the express written consent of The 
Associated Press. 

March 9, 1994, Wednesday, PM cycle 

SECTION: Washington Dateline 
LENGTH: 723 words 
BYLINE: By The Associated Press 


BODY 

The Whitewater witness list proposed by Republicans on the Senate Banking 
Committee : 

James McDougal, former owner of Madison Guaranty Savings and Loan, a 
partner of Bill and Hillary Rodham Clinton in the Whitewater real estate 
venture . 

Susan McDougal, James' former wife, also a partner in Whitewater. 

Bernard Nussbaum, who resigned as White House counsel because of his 
involvement in White House meetings with RTC and Treasury Department officials. 

Two of the meetings involved discussions of a request from the RTC to the 
Justice Department for a criminal investigation of Madison. 

Roger Altman, deputy treasury secretary and interim head of the RTC; admitted 
arranging a "heads up" meeting this year for White House officials, to discuss 
expiration of the deadline for filing civil actions by the agency. 

Mack McLarty, White House chief of staff. 

Harold Ickes, deputy chief of staff at the White House. 

Margaret Williams, chief of staff to Mrs. Clinton; attended an October 1993 
White House meeting on the criminal referral. 

Mark Gearan, White House communications director, who attended the October 
meeting. 

Bruce Lindsey, senior adviser to the president, who attended the October 
meeting. 

Lisa Caputo, press secretary to Mrs. Clinton who had a telephone conversation 
with someone from RTC. 

Jean Hanson, general counsel. Treasury Department, who briefed White House 
officials on the criminal referral. 

LEXIS'- NEXS'iS LEXIS'-NEXIS'« LEXIS'- NEXIS'« 

Services of Mead Data Central, Inc. 


14618 



2196 


The Associated Press. March 9. 1994 


Page 12 


Josh Steiner, chief of staff. Treasury Department, who attended the October 
White House meeting. 

Jack DeVore. former Treasury Department press spokesman, who attended the 
October White House meeting. 

Jeremy Hedges, courier at the Rose firm; reportedly told a grand jury he 
shredded documents that bore the signature of Vince Foster, the late deputy 
White House counsel and Rose firm lawyer; says he saw no Whitewater documents. 

David Hale, a former municipal judge in Little Rock who was indicted on fraud 
charges. He alleges that Bill Clinton pressed him to make a Small Business 
Administration-backed loan to Susan McDougal. Clinton denied it. 

Sheffield Nelson, a political opponent of Clinton who was an investor in a 
Madison real estate venture. 

April Breslaw, a Resolution Trust Corp. attorney; dismissed conflict of 
interest concerns involving the Rose Law Firm, where Mrs. Clinton and Associate 
Attorney General Webster Hubbell worked. 

James Dudine, RTC investigations director involved in the decision to make a 
criminal referral on Madison to the Justice Department. 

Lee Ausen, RTC criminal investigator, Kansas City office. 

L. Richard lorio, field investigative officer, RTC, Kansas City, helped send 
initial criminal referral to RTC headquarters in Washington. 

Jean Lewis, RTC investigator, Kansas City. 

Mike Caron, senior investigator, RTC, Kansas City. 

Donald B. Mackay, trial attorney. Justice Department, handled Whitewater 
investigation before special counsel Robert B. Fiske Jr. was appointed. 

Paula Casey. U.S. attorney in Little Rock, a Clinton supporter who recused 
herself from the Whitewater case. 

Leslie Patten, Denver accountant who helped put together an explanation of 
Whitewater for the Clintons during the 1992 presidential campaign. 

James Lyons, Denver attorney who wrote the report for the Clintons in the 
1992 campaign. 

Stanley Tate, nominee to head the RTC, who withdrew from consideration amid 
conflict-of-interest allegations; alleged fraud, waste and abuse in the agency. 

William Roelle, Federal Deposit Insurance Corp., former top official in the 
RTC. 

Beverly Bassett-Schaffer, Arkansas state banking regulator who approved a 
recapitalization plan for Madison Guaranty that never was placed into effect. 
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Dan Lasater, friend of che Clintons who was sued by the Federal Deposit 
tnsurance Corp. in connection with an Illinois S&L failure. Mrs. Clinton worked 
on the case for the Rose Law Firm. 

Greg Young, an executive and director of Madison. 

Don Denton, a Madison loan officer. 

Lisa Aunspaugh, Little Rock, no information available. 

Erskine Bowles, administrator, Small Business Administration. 

Charles E. James, Little Rock accountant who kept the books on the Whitewater 
real estate venture. 

Sue Strayhorn, a top official of Madison. 

Ellen Kulka, general counsel, RTC . 

Clayton Lindsey, courier at the Rose Law Firm. 

Ricki Stacy. Rose Law Firm. 

LANGUAGE: ENGLISH 
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LEVEL 1 - 5 OF 18 ITEMS 
The Associated Press 

The materials in the AP file were compiled by The Associated Press. These 
materials may not be republished without the express written consent of The 
Associated Press. 


March 9, 1994, Wednesday, BC cycle 


SECTION: UNDEFINED 
LENGTH: 2864 words 


BODY 

By The Associated Press 

Here are excerpts from recent editorials in newspapers in the United States 
and abroad. 

March 6 

Saint Paul (Minn.) .Pioneer Press on Whitewater: 

If the White House weren't poking holes in its own canoe, Whitewater would 
have gone over the dam long ago. 

The latest hole is a gaping one. white House aides held three improper 
meetings with Treasury officials about the Resolution Trust Corp. inquiry into 
an Arkansas savings and loan that had ties to Gov. Bill Clinton and attorney 
Hillary Rodham Clinton. 

(These) revelations surely require quick action by Whitewater special counsel 
Robert Fiske. His office must gather all extant evidence of the three meetings 
and add them to the inquiry of the Clintons and their associates in the 
questions involving Madison Guaranty Savings and Loan Association. On the 
scale of S&L sleaze in Washington long before the Clintons came to power there, 
the doings related to one Arkansas SfcL probably won't amount to much. That is 
for Fisks' a inquiry to settle for history. 

For practical purposes now, the Clinton inner circle's pattern of deep 
reluctance to disclose, vent, air and examine Whitewater has reached the point 
where a bit of presidential reproach won't cover the holes. It is time to throw 
the bad judgment from the canoe before politics and suspicion swamp it. 

March 6 

The Seattle Times on Whitewater: 

Bill and Hillary Rodham Clinton are surrounded by friends bent on giving the 
public every reason to believe the worst about their tangled legal and financial 
dealings back in Arkansas. 
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In the midst of a nest of lawyers who are no strangers to close dealingn sat 
White House Counsel Bernard Nussbaum. He had arranged three meetings with the 
Treasury Department agency investigating ties between the first lady's former 
law firm and a troubled savings and loan. 

The president responded with the obvious - a quick denial he was aware of the 
activity of intimate subordinates, and a rousing pledge to tighten internal 
ethics procedures. Blah, blah, blah. Clinton's reflexes were painfully slow, and 
inadequate for the circumstances. Replacing Nussbaum defuses the issue. 

The Clintons were followed to Washington by partners from the first lady's 
Little Rock employer, the Rose Law Firm. All were appointed to top White House 
and Justice Department jobs. They brought with them a briar patch of personal, 
firm and client dealings. The pattern of comer-cutting continues. 

All of this has a familiar odor, the protestations of official ignorance and 
innocence in the midst of getting caught busily covering one's tracks and 
political backside. This is risky business; just ask Presidents Nixon, Reagan 
and Bush. 

Clinton has one true ally left, independent counsel Robert Fiske. A careful 
compilation of the facts remains the best protection from friends and foes 
alike. 

March 3 

The Inter-Mountain, Elkins, W.Va., on the CIA: 

A top Russian diplomat has been expelled from the united States as a way of 
showing this country's outrage at the latest spy scandal. Perhaps some of the 
Central Intelligence Agency's so-called counterespionage experts ought to go 
with the Russian. Without their incredible failures, the whole affair never 
could have occurred. 

For years, high-ranking CIA official Aldrich Ames and his wife Rosario were 
pulling a cloak and dagger act in Washington. While in charge of a CIA section 
supposed to be spying on the Soviet Union and later Russia, Ames was passing 
information to the Kremlin, according to U.S. officials. Several spies on the 
CIA's payroll allegedly were caught - and some executed - as a result of Ames' 
work. 

During his eight years as a mole for Moscow, Ames was paid about $ 1.9 
million by his Kremlin handlers. He paid cash for a $ 540,000 home in 1989, then 
spent $ 99,000 improving it. He bought $ 165,000 in stocks and securities. He 
deposited more than $ l million in bank accounts from 1986-93. During the 
period, Ames was paid $ 69,000 a year by the CIA. 

Russian spy chiefs must have been astounded when no one in the CIA seemed to 
notice Ames' free spending. 

Clearly, someone at the CIA was asleep at the switch. Ames' spending should 
have been noticed. He should have been caught long before someone finally put 
two and two together. 
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As long as there arc nations, there will be spies. Even while the Cold War 
still was in progress, the CIA was behaving as it it didn't have to worry about 
moles like Ames. 

If ever there was proof of the old saying that the "Central Intelligence 
Agency is a contradiction in terms," it is the Ames case. 

March 8 

Albuquerque (N.M. ) Journal on no-weapons contracts for students: 

A signed contract won't necessarily keep a student from bringing a gun to 
school but it could help reduce the number of gun incidents at schools each 
year. The no- weapons contract idea is certainly worth trying. 

The National Association of Secondary School Principals is asking students, 
parents and principals to help rid schools of guns and other weapons that create 
a "hazard to a safe learning environment." The organization is mailing copies of 
a contract that provides "specific, practical actions" to combat handguns and 
other weapons in schools to U.S. middle and high schools. 

Students would pledge not to bring weapons to school and to report any 
weapons they see. Principals would ensure that students could make anonymous 
reports about weapons on campus. Parents would affirm that they will teach their 
children about the dangers and consequences of guns and weapons use and will 
keep all guns and weapons they own under lock away from their children. 

Contracts alone won't stop the violence, but they might help overcome the 
mistaken, but all too common, message heard by children that guns are the answer 
to life's problems. 

March 2 

Waco (Texas) Tribune -Herald on the Brady law: 

The only people who are overselling the newly implemented Brady handgun 
control law are the people who oppose it. 

Their argument: It won't keep guns out of criminals' hands. It will only 
inconvenience law-abiding citizens. Criminals will still purchase handguns 
illegally. 

There's no denying any of the above, but that does not discredit the new law. 

In fact, those who use the above arguments are trying to discredit laws that 
have been on the books more than a quarter of a century - federal laws 
prohibiting felons, minors, illegal immigrants, drug addicts and the mentally 
incompetent from purchasing handguns. 

Even the National Rifle Association now supports those 1968 provisions (which 
it once opposed). Until ... Brady's enactment, federal laws may not have existed 
in many states. They weren't enforcing it. Now they will. ... 

Will the Brady law keep handguns out of criminals' hands? No way. But that 
doesn't mean the federal government should surrender on the issue. The Brady law 
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is not a Draconian step, just a bare minimum provision to enforce the law. 

So in the months to come, when opponents point out that criminals are still 
able to find weapons, the response should be, "That’s true, but at least society 
is doing what it can to enforce federal law. Before Brady it didn't." 

March 6 

San Francisco Examiner on three strikes legislation: 

Baseball metaphors make bad laws. Legislation giving criminals "three strikes 
and you’re out" is a grand illusion. It promises to make the rest of us safe 
from violent crime. But it cannot. 

It is sloganeering at its worst - kneejerk, pandering, brain dead. 

Lawmakers (passed and California Gov. Pete Wilson signed into law) ... a 
piece of "three strikes” demagoguery disguised as crime fighter. 

Here's the muddle: Because the bill makes no distinction between violent 
offenses and other serious felonies such as burglary, a defendant never 
convicted of a violent crime can be sentenced to prison for life. 

The cost of "three strikes" is likewise hazy - $ 3 billion extra each year in 
a ballpark figure for more prisons, more guards and bigger operations. 

Uncertain consequences of "three strikes" suggest strongly we should take our 
time, think hard and consider options. Before we throw the high, hard one, we 
should know precisely what we're doing. 

March 4 

The Post and Courier, Charleston, S.C., on politicians and TV: 

In Congress, special orders are anything but special. They refer to a speech 
given by a representative on a topic of his own choosing - one that is usually 
so legislatively meaningless that colleagues literally abandon the chamber. 

Special orders have become notable as C-SPAN has given lawmakers a potentially 
large television audience, even when nobody is watching or listening on Capitol 
Hill. 

While C-SPAN and the special order have combined to give congressmen a lot of 
free air time, its presentation kept the oratory of these would-be Websters in 
perspective. The camera would show the representative forcefully speaking on 
what was presumably a great issue of the day, and then pan to a chamber of 
vacant seats. 

This provided a complete picture: a congressman whose audience is confined to 
a recording clerk and perhaps a group of perplexed grade school children on tour 
in the gallery. But enough representatives realized how closely this 
approximated the theater of the absurd to force the deletion of wide-angle shots 
from House cameras, formerly fed to C-SPAN. 

According to a report from Knight-Ridder newspapers, C-SPAN viewers now can 
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expect only pictures of the speaker as he grandstands for the camera - no empty 
chamber scenes allowed. 

The current arrangement for vignetting those delivering special orders runs 
through May 23, when it will be reconsidered. Alas, it's probably too much to 
expect truth in programming from Congress, when it strikes so close to home. 

March 7 

The Daily Gazette, Schenectady, N.Y., on female circumsision: 

Female circumcision - or genital mutilation as some opponents call it - is 
practiced mostly in Africa, but there is concern that immigrants may be bringing 
it to the United States. 

Bills to outlaw it have been introduced at the federal and state level. Since 
the females in question are almost always children, and the practice is a matter 
of custom rather than religion, prohibition is justified. 

In certain African cultures, female circumcision is regarded as a 
purification and rite of passage. It includes at least three different types of 
operation, varying greatly in the degree of mutilation. 

They all share the- goal of cur-trailing or-eliminat±ng~ female -pleasure-in 
sexual intercourse, which is seen as a necessary preparation for marriage - an 
assumption that would be regarded as unnatural and sexist by most Americans. 

The question arises: What about male circumcision, which is very common in 
the United States? 

Male circumcision, however, is a less drastic procedure, with much less 
dramatic effects. Furthermore, while medical opinion is split on the 
desirability of the operation on males, there is no medical justification for 
female circumcision. And while such religions as Judaism and Islam require male 
circumcision, which probably protects it under the First Amendment, no religion 
calls for female circumcision. 

It is probable that even if female circumcision were allowed in this country, 
the practice would not be passed on as the immigrants' descendants become 
acclimatized to American mores. Meanwhile, however, the government is entitled 
to take steps to protect girls who may be caught between two cultures. 

March 9 

Arab News, Jiddah, Saudi Arabia, on Whitewater: 

It is difficult to stir up any enthusiasm for the idea that Bill Clinton has 
been involved in corrupt dealings, let alone that the presidency is about to be 
rocked to its foundations. The Whitewater affair is no Watergate or Irangate. 

Little more than minor tax infringements and perhaps a naive and foolish 
cronyism by Bill Clinton while governor of Arkansas seem to be involved. 

Embarrassing, yes, but these are, as the White House says, no "high crimes or 
misdemeanors." Understandably, few Americans have until now shown the slightest 
interest in the affair. . . . 
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The a££air has undoubtedly damaged the administration, not because it is 
going to result in impeachment or anything so disastrous, but because it 
highlights the inadequacies o£ the Clinton team and forces it onto the defensive 
when it needs to devote all its energies into its policies, notably its social 
and health care reforms. The practice of each new president in surrounding 
himself in the White House with his buddies is understandable; he needs to have 
people around him that he knows and can trust. The trouble is that it creates a 
clique, with its loyalty to the man and not to the president. Rarely has that 
been more apparent in modern American politics. 

If Bill Clinton is to break out of the clawing mess that he and his team have 
got him into, he will have to break up the clique and bring in personal advisers 
who are not cronies from Little Rock. Only by doing so, can he rebuild his "Mr. 
Clean" image and get on the far more important job of running America. 

March 8 

Financial Times, London, on Whitewater: 

(H)eadlines suggesting that the Clinton White House is now seriously 
embroiled in the Whitewater affair ... have caused groans in many foreign 
ministries. Not that . . . Bill Clinton's administration is universally admired 
abroad. On the contrary, it has been the subject of much hand-wringing and 
c yy » ro i ling over -the -past-year . ~ 

But the main charges against it were inexperience and lack of sustained 
attention to foreign policy issues. The former defect is now beginning to be 
healed, in the nature of things, by the passage of time. The latter may not be 
wholly curable but there have lately been signs of improvement. 

Nothing could be more certain to cause a relapse than for the president to 
get bogged down in a prolonged scandal. 

The heartiest wish of all those foreigners who depend on or have to deal with 
the U.S. must be that the affair could be got quickly out of the way. Alas, that 
is one thing that will certainly not happen. 

March 9 

Straits Times, Singapore, on NATO: 

If it does nothing else, Russian membership in NATO's Partnership for Peace 
plan will set a symbolic seal on the end of the Cold War. But, of course, the 
proposed alignment is expected to achieve a great deal more, reconciling 
Western, especially United States requirements with Russian aspirations. ... 

At one level, the United States wants a continuing viable role for NATO. At 
another, the awareness that European peace is now threatened much more by 
conflicts within, or between, the former communist states than by any hostile 
intentions toward NATO nations, prompted the search for more comprehensive 
security arrangements that would leave no one out in the cold. 

The West is especially conscious of the danger from a Russia that is not only 
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.tngry and isolated, but also Simmerinq with internal discontent. Russia's size, 
potential and veto at the United Nations Security Council are further arguments 
Cor helping (Russian President Boris) Yeltsin's nation -building. 

March 8 

Le Monde, Paris, on D-Day anniversary and Germany: 

(German Chancellor) Helmut Kohl will not be present on Omaha Beach June 6, to 
his great displeasure. The chancellor's participation at the SOth anniversary 
celebration of the liberating landing, next to Francois Mitterrand, Bill Clinton 
and the Queen of England, would have been the crowning glory of the political 
career of the man of state .... 

The affair is obviously delicate: what is being celebrated on Omaha Beach is 
the fraternity of the Allied armies. ... It is not a communal homage to the war 
dead. 

Moreover, this .celebration is not just an affair between French and Germans. 
It is not certain the British would have appreciated seeing the enemy of 
yesterday treated on the same level as the Allies. Therein lies the ambiguity. 
... It is hard to imagine Mitterrand celebrating next year with the Queen of 
England the 180th anniversary of the Battle of Waterloo. 

-' March S- - v 

II Manifesto, Rome, on International Women's Day: 

Fundamentalist death sentences, gang and individual rapes, physical harm and 
violence against women ... tell us how liberated we have become and how our life 
is divided (among) home, husband, children and career. 

This is not what the Sth of March (International Women's Day) was meant to 
be. March 8 has become an anachronism since the need for support of the second 
sex- no longer exists. Women are not the second sex anymore, and this day becomes 
meaningful only when we recall that feminism brought about the roots of freedom. 
Women learned jto use the word when it had disappeared from political vocabulary. 
May politicians never try to take the word back! Trying to fence women into an 
electoral block with promises for the family would be useless. 

Women's protests came out in the open, and nothing can bury them, neither in 
life nor in the collective unconscious. This is a sign of healing in a century 
which keeps going back to its neuroses that are connected to the armed and 
bloody conflicts with which the century began. 

End Editorial Roundup 
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WASHINGTON -- President Clinton named veteran Washington lawyer 
Lloyd N. Cutler Tuesday as a special counsel to the White House, in 
a bid to calm the political storm over whether presidential aides 
tried to interfere in a federal probe of a failed Arkansas thrift 
with ties to their boss. 

Cutter, 76, who se r ved - i n the same post under -former 
President Carter, said he wasn't anxious to take the job and had 
agreed to fill it only for 130 working days. 

Citing his age and the "" rigors' 1 of the assignment. Cutler 
said he would stay on only long enough to sort out the White House 
counsel's office and establish clearer ethical guidelines to help 
""maintain public confidence in the integrity and the openness of 
the presidency. 

Clinton said he had picked Cutler because he is a man of 
"* impeccable professional credentials and the highest ethical 
standards . 

” "Nothing is more important to me or to my administration 

than to secure, maintain and deserve the trust of the American 
people, 1 ' the president said, acknowledging that meetings between 
some of his top aides and Treasury Department officials about the 
investigation of Madison Guaranty Savings and Loan may have created 
the appearance of inpropriety. 

However, Clinton continued to insist that neither he nor 
his staff had attempted to subvert the federal inquiry into Madison 
and its connection to the money- losing real estate investment that 
he and his wife, Hillary Rodham Clinton, made in the Whitewater 
Development Co. in the 1980s. 

""I'm very relaxed about this. I did not do anything wrong . 
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There is nothing here, ■ * Clinton said. 

Cutler, widely respected for his shrewd political judgment, 
will replace Bernard Nussbaum who resigned under pressure following 
a report that Treasury Department officials provided him with 
confidential information on the status of the federal inquiry into 
Madison Guaranty, based in Little Rock. 

Madison owner James McDougal was the Clintons' partner iii 
Whitewater, and investigators are trying to determine whether he 
used the SSL's funds to help prop up the failing real estate 
venture or to help Clinton retire his 1984 gubernatorial campaign 
debt. 

The recruitment of Cutler underscored the toll the 
Madison-Whitewater affair has taken on the administration. 

Nussbaum and five other senior White House officials have 
been subpoenaed to testify in the probe being conducted by special 
Justice Department counsel Robert B. Fiske Jr. Three Treasury 
officials and one former Treasury aide have also been subpoenaed, 
and the White House has been ordered to preserve any information 
related to three meetings the presidential aides held with the 
Treasury officials. 

Clinton acknowledged Tuesday that the White House records 
. search being conducted under subpoena had turned up evidence of 
other • "contacts ' • between his aides and federal officials involved 
in or familiar with the investigation. But he insisted they were 
only ""follow-up conversation' 1 to previous meetings end had 
""nothing to do with the substance 11 of the investigation. 

Clinton has insisted he was never briefed on the meetings. 

But he reiterated Tuesday that he was told ""sometime in October" 
that the Resolution Trust Corp., an independent arm of the Treasury 
Department responsible for closing failed SfcLa, had referred the 
Madison case to the Justice Department for possible criminal 
prosecution. 

The president and his wife were named in the referral as 
possible beneficiaries of questionable Madison dealings but were 
not cited as having done anything illegal. 

Still, Clinton’s admission that he had been told about the 
referral before it was made public on Oct. 31, raised questions 
about whether the information was passed on to him improperly. 

The ethical questions were at the heart of an ABC News poll 
Tuesday in which 49 percent of those surveyed said they viewed the 
Madison-Whitewater affair as a serious matter. That number 
represented an increase of 16 percentage points over a previous 
poll, an indication Clinton's credibility has been damaged. 

But 60 percent of those surveyed said they thought the 
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Republican attacks over Whitewater are aimed more at trying to 
destroy Clinton's presidency than in searching for the truth behind 
the affair. 

The partisan attacks intensified Tuesday as Republicans 
continued to call for congressional hearings on the issue. A group 
of House Republicans released a list of so-called 
Madison-Whitewater ""witnesses' ' they want summoned to testify 
before the House Banking Committee when it holds a hearing in two 
weeks on the RTC's cleanup of failed SfcLs. 

The list includes all of the top Clinton aides who have been 
subpoenaed by Piske. as well as Treasury and RTC officials. One 
Democratic staff member on the committee portrayed the Republican 
move as an attempt to turn a routine hearing into an inquisition on 
Whitewater. 

The committee is chaired by Rep. Henry B. Gonzalez. D-San 
Antonio. He has shown no inclination to hold Whitewater hearings, 
but he is considering whether to yield to Republican demands and 
invite the witnesses to testify at the RTC hearing. 

Fiske has asked Congress to hold off on hearings out of 
concern that they could interfere with his own investigation. In a 
letter to Fiske, Gonzalez assured him that he was not interested in 
holding hearings specifically on the Madison-Whitewater issue. But 
he warned that he might not be able to block the GOP' 8 political 
maneuvering. 


GRAPHIC: Mug: Lloyd N. Cutler 
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BODY 

President Clinton on Tuesday enlisted eminent Washington lawyer Lloyd N. 

Cutler in the effort to safeguard the reputation of the White House, even as he 
acknowledged that his staff had several previously undisclosed contacts with 
federal regulators about the Whitewater controversy. 

In announcing that Cutler would serve as special counsel to the President for 
130 days, Clinton said that the additional contacts were incidental, involving 
mostly follow-up phone calls and informal, hallway conversations about earlier 
meetings. They had "nothing to do with the substance" of the regulators' case, 

Clinton asserted in a press conference that served as a forum for his second 
lengthy discussion of Whitewater in as many days. 

White House aides declined to provide further elaboration about the contacts, 
which came to light as Administration officials searched their files, trash 
baskets and phone logs to comply with a request from Whitewater special counsel 
Robert B. Fiske Jr. for any documents related to the Whitewater matter. 

With the selection of Cutler, who 15 years ago served in the same role in the 
White House of President Jimmy Carter, Clinton is turning again to a consummate 
Washington insider. 

Introducing Cutler in the White House briefing room, Clinton said the 
76 -year-old lawyer- lobbyist is a man of "seasoned judgment, impeccable 
professional credentials and the highest ethical standards. ... I wanted a 
Lloyd Cutler type of lawyer, so I just decided I would go to the original first 
and see how I could do . " 

The Whitewater special counsel was appointed by Atty. Gen. Janet Reno to 
investigate the President and First Lady Hillary Rodham Clinton's partnership 
with the owner of a failed savings and loan in an Arkansas real estate company 
known as the Whitewater Development Corp. 

Among central questions that Fiske will try to answer is whether funds of the 
SAL were used to pay off campaign debts of then -Gov. Clinton and whether its 
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funds were diverted to Whitewater. Aides left open the possibility that a review 
of the documents will unearth still more contacts between White House aides and 
regulatory officials, although they insisted that those too would be incidental. 

The issue of contacts between White House aides and regulators has given rise 
to new and troubling questions about Whitewater, suggesting that white House 
officials were meddling in an official inquiry or at least improperly benefiting 
from information gleaned from it. 

The question of improper contacts with investigators, along with other 
political missteps, forced the resignation Saturday of White House counsel 
Bernard Nussbaum. Cutler's temporary appointment will give the White House time 
to find a permanent replacement as the President's counsel. 

Cutler, describing himself as a senior citizen, said he had to "negotiate 
hard" to ensure that he would not have to remain in the intensely demanding job 
for more than a few months. He said that, although he would fulfill all the 
duties of the position, he would concentrate on "the procedures and actions 
necessary to maintain public confidence in the integrity and the openness of the 
presidency. " 

"Trust is the coin of the realm, " he said, adding that he thought Nussbaum 
"had a lot of bad luck.” 

Cutler said he had "put a limit on how long I would stay, in part because I 
know how tough a job this is and I know how old I am, in part because I'm 
married fairly recently (three years) to a very young and peppy wife and I want 
to spend some more time with her." 

The 4 5 -minute press conference -- carried live by four networks -- was 
another effort by Clinton to demonstrate his willingness to tackle difficult 
questions. Smiling and even joking as he fielded dozens of queries, Clinton 
insisted: "I'm very relaxed about this. I didn't do anything wrong. There's 
nothing here . " 

Without making a firm commitment, Clinton suggested that he has no intention 
of invoking "executive privilege" to prevent release of any White House 
documents. The protection is designed to guard the presidency from undue 
scrutiny by other branches of government. 

"I have no idea what will come up but it is hard for me to imagine a case in 
which I would invoke it," Clinton said. "My interest here is to get the facts 
out . " 

Later, Clinton, Mrs. Clinton, Vice President Al Gore and his wife. Tipper, 
met with White House staff members in an East Room session designed to bolster 
spirits and to encourage the staff to rise above the Whitewater turmoil. 

In his press conference, Clinton shed more light on how he may have learned 
of an Oct. 8 meeting in which White House officials were notified that the 
Resolution Trust Corp., which is overseeing the liquidation of failed savings 
and loans, would seek a Justice Department investigation of Whitewater. 

Questions have been raised about whether Clinton learned of the request 
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before it became public and thus gained the knowledge improperly . On Monday 
Clinton said he "probably" learned of the request from Bruce Lindsey, his aide 
and longtime confidant, although he added: n I literally don't remember." 

On Capitol Hill, meanwhile. Republicans kept up their pressure for special 
Whitewater hearings, rejecting Democratic arguments that a congressional inquiry 
would only compromise Fiske's investigation. Republicans on the House Banking, 

Finance and Urban Affairs Committee released a list of 40 witnesses that they 
hope to call to testify at a March 24 hearing on the performance of the RTC. 

The list resembled a Who's who of the Whitewater controversy, from senior 
white House aides to RTC officials and members of the Rose Law Firm in Little 
Rock, Ark., where Mrs. Clinton was a partner. 

Among the witnesses the Republicans hoped to call are White House Chief of 
Staff Thomas (Mack) McLarty; Deputy Treasury Secretary and RTC head Roger 
Altman; Nussbaum; James B. McDougal, owner of the failed Madison Guaranty 
Savings & Loan; his ex-wife, Susan McDougal, and Hillary Clinton aides Margaret 
Williams and Lisa Caput o. 

Clinton said he would try to cooperate if Congress decides to conduct 
hearings on Whitewater. 

I f " <?o «g g ea s ig n ores -Ptske 1 s r e q ue st T ha t -ttrtronvene Ho hearings because of 
the danger to future prosecutions, "then I think that's something we would have 
to take very seriously, " he said. "My inclination would be to obviously 
participate . " 

Aides said that, although other names of candidates were discussed as 
Nussbaum' s replacement, Cutler was the most serious contender from the 
beginning . 

The President and top aides discussed the choice over the weekend. On Sunday 
night, McLarty visited Cutler at his home, then returned with him to the White 
House about 8 p.m. for a two-hour conversation with Clinton. 

On Monday, after sleeping on the issue, Clinton told McLarty to offer Cutler 
the job. 

Cutler, wealthy from a long and distinguished legal career, said he had 
offered to serve without compensation. He said he is considering suggestions 
that he accept a salary and donate it to the U.S. Treasury to help reduce the 
deficit, or take a $l-a-year salary. But he asserted that, although he would not 
leave his law firm -- Wilmer. Cutler & Pickering of Washington --he would 
observe all federal ethics rules designed to prevent conflicts of interest. 

Cutler has long been associated with liberal causes but has represented so 
many interests over his long career that his ideological identity is not always 
easy to discern. 

He has been retained by the leading lights of American industry, from IBM to 
the Big Three auto makers, whom he helped to avoid threatened car-safety rules 
that they opposed. His work on behalf of corporations has prompted angry 
denunciations from consumer advocates, such as Ralph Nader. 
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He startled Democrats by unsuccessfully pushing for the Supreme Court 
nomination of conservative appeals court Judge Robert H. Bork during the Ronald 
Reagan presidency and he championed the unsuccessful attorney general nomination 
by Clinton of Zoe Baird, a Democrat who worked for him at the White House. 

His long and varied career has also given rise to certain ironies. 

Zn their health care reform efforts, the Clintons have made drug companies 
ons of their favorite targets. But their new lawyer was hired in 1962 by the 
Pharmaceutical Manufacturers Assn, to head off efforts in Congress to control 
drug prices. 

In a related development, a Rose Law Firm courier in Little Rock, who has 
told a grand jury that he helped shred documents from the files of the late 
white House deputy counsel Vincent Foster, said Tuesday that the order to do so 
came after Fiske had announced that his investigation would include the 
circumstances of Foster's apparent suicide, the New York Times reported in 
today's editions. 

Jeremy Hedges, a part-time employee of the firm, told the newspaper that he 
shared the chore with another courier, Clayton Lindsey. Both couriers have said 
that they told grand jurors that they knew the papers belonged to Foster because 
the box and the file folders inside bore Foster's initials. Both couriers said 
they saw many of the papers they shredded and none mentioned Whitewater . 

Ron Clark, a Rose partner and its chief operating officer, confirmed in an 
interview with the Los Angeles Timss on Tuesday that documents wars destroyed 
after Fiske' s appointment but said they had nothing to do with Foster or the 
Whitewater case. Clark said four Rose firm witnesses -- two clerks and two 
lawyers -- are willing to verify as much under oath. 

The account of the shredding provides no strong evidence of wrongdoing but 
does fuel speculation about a possible cover-up. The documents apparently were 
destroyed before Fiske issued a subpoena for documents in tbs case. 

Foster had worked on Whitewater matters, as a member of the Rose firm and 
later at the white House. 

Times staff writers John M. Broder and Michael Ross contributed to this 
story. Broder reported from Little Rock and Ross from Washington. 

Profiles Lloyd M. Cutler 

Background on the new White Bouse counsel: 

* Born: Nov. 10, 1917 

* education: Graduate of Yale university and Yale Law School 

* Career highlights: From 196B-69, served as executive director of the 
National Commission on the Causes and Prevention of Violence. Served as White 
Bouse counsel in the Jinny Carter Administration, 1979-SI. Served as a member of 
the President's Commission on Federal ethics Law Reform in 1989. Partner in the 
law firm of Wilmar, Cutler & Pickering in Washington. 
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• Personal: widowed in 1988; married former Rhoda Winton Kraft in 1989. Three 
daughters, one son from first marriage. 

• Quote: "Trust is the coin of the realm." 

Source: Associated Press 

GRAPHIC: Photo, COLOR, President Clinton with Lloyd N. Cutler, the new 
temporary White House counsel, at a news conference. Associated Press 

LANGUAGE: ENGLISH 
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Lloyd N. Cutler was appointed special counsel to the President today and said 
White House aides would testify before any Congressional inquiry into the 
Whitewater case. 

Trying to demonstrate the openness that he had promised on the matter, Mr. 
Clinton said at a news conference in which he announced the appointment that he 
i ■ -^uuttmar *rry ^0 use the powers of his office to shield himself from scrutiny. 

Moreover, Mr. Cutler said, "In government, as in other aspects of life, 
trust is the coin of the realm, and Mr. President, I pledge myself to do what I 
can to assure that trust is maintained.” 

A Peeling of Relief 

The appointment of Mr. Cutler, 76, who has agreed to serve as counsel for 
the next few months, was announced with evident relief by Mr. Clinton as the 
centerpiece of the Administration's effort to bounce back from recent reversals. 
The most serious of those setbacks was the disclosure last week that white House 
aides and Treasury Department officials had discussed the Federal investigation 
of Madison Guaranty Savings and Loan, a failed Arkansas institution with ties 
to the Clintons. 

But White House officials also acknowledged today that there had been other 
contacts between White House and Treasury officials about the handling of the 
Madison investigation. Mr. Clinton said those contacts were "incidental and were 
follow-up conversations which had nothing to do with the substance of the R.T.C. 
investigations . • 

Officials said there were only ”a few" such conversations but would not 
detail them. They said they would consider releasing the list of contacts after 
subpoenaed do c um en ts are handed over on Thursday to Robert B. Fiske Jr., the 
special counsel investigating the investment by Mr. Clinton and his wife, 
Hillary, in the Whitewater Development Company, an Arkansas real estate venture, 
and the company's ties to Madison Guaranty. 

Delaying Testimony 
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While six senior White House officials have received subpoenas from Mr. 

Fiske compelling them to appear in court that day. a lawyer Involved in the case 
naid at least some of them had won Mr. Flake's permission- to delay their 
testimony until at least next week. Some have retained their own lawyers only in 
recent days, leaving them little time to prepare for the grand jury appearance. 

A senior Administration official said tonight that the Treasury Department 
had been served with an additional subpoena today covering all papers relevant 
to the inquiry and that officials there had requested more time beyond the 
Thursday deadline to assemble the documents. 

"We can’t possibly scour all the files by Thursday," the official said. 

The official said White House officials had now disclosed "scores" of 
contacts among them on the Whitewater matter. But the official characterized 
most of the contacts as brief conversations. 

Mr. Clinton appeared angry and on edge on Monday, when he defended the 
integrity of his wife. But today he appeared relaxed, insisted that he was not 
bitter and spoke at length about the issue. 

"Do we need some changes in the system?" the President asked. "Is Lloyd 
Cutler the person to help us do that? I think the answer is yes. I think he 
un de r s t an d s how to strike the p roper taasneer" ‘ “ ■"*•*-*- r "* 

Mo Government Pay 

Mr. Cutler, a prominent lawyer who held the counsel's job in the Carter 
White House, said during the news conference that he agreed to serve for no more 
130 working days, and will work without pay. But his status as a short-time 
"special Government employee" will allow him to receive at least part of hisi 
annual salary from his law firm, which associates estimated at $4S0,000. 

As a special employee, Mr. Cutler can continue to represent same outside 
clients, and Presidential aides said he would do so in "one or two cases" that 
do not involve the Government. 

In appointing Mr. Cutler, Mr. Clinton took pains to reach outside the circle 
of close friends and Arkansas associates who are at the center of his recent 
troubles. It was the most recent example of what has become almost a reflex in 
the White House: trying to cure the problems that threaten to swamp the 
Administration by hiring an outsider who is believed to lend support to a staff 
often hamstrung by its own inexperience and apparent ineptitude. 

Immediately after the news conference, Mr. Clinton and Mr. Cutler, along with 
Mrs. Clinton, Vice President A1 Gore and the White House chief of staff, Thomas 
F. McLarty 3d. went to the Bast Room in an effort to buoy the spirits of 400 
aides assembled there. 


In what officials described as an upbeat presentation, Mr. Clinton reiterated 
his commitment to high ethical standards and urged the staff not to let the 
travails of the Whitewater case interfere with their work. 

Both Mr. Clinton and Mr. Cutler declined to criticise Bernard W. Hussbaum, 
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thm Mhite House counsel who resigned under pressure on Saturday after 
disclosures that he had attended all three meetings with the Treasury officials 
that have been discussed. Mr. Nusshaun, whose resignation does not go into 
effect until April 5. will continue to work in the counsel's office under Mr. 

Cutler during the transition. 

But at the news conference, both Mr. Cutler and Mr. Clinton asserted that 
business would be conducted differently in the future. 

"When it coams to the President’s private affairs, particularly private 
affairs that occurred before he took office, those would be handled by his own 
personal private counsel, and in ny view not by the White House counsel.” Mr. 

Cutler said. 

Indeed. Mr. and Mrs. Clinton have already retained a private lawyer, David 
Kendall, to represent their interests before Mr. Piske. Mr. Mussbaua had 
insisted that his duties as white House counsel extended to all legal natters 
for the President. 

List of Witnesses 

But as Mr. Clinton tried to raise norale at the White House, runblings 
continued elsewhere in the capital. In Congress, Republican members of the House 
Banking Committee disclosed a list of 40 witnesses ranging from top Mhite House 
•' ~~ official* to -bank secretaries in Little Rock- w h om-t bay want to • t e s t i fy stw - 
hearing this month on the Whitewater affair. 

Barlier today, Joel I. Klein, the deputy white House counsel who is handling 
ouch of the Administration’s response to the Whitewater inquiry, spoke by 
telephone with a lawyer working with Mr. Piske about what one official described 
as the expected "transfer of documents” in response to the subpoenas Issued last 
week. White House officials have refused to describe the volume of information 
that is now being stamped and catalogued before being turned over to Mr. Piske. 

”1 am satisfied with the cooperation I have received from the White House," 

Mr. Piske said today. ”So far they've been very responsive.” 

More than 400 members of the White House staff have signed letters certifying 
that they have searched their wastebaskets, files and cosputers for information 
that night meet Mr. Piske 's demand for "any and all” information about a Federal 
investigation into Madison Guaranty, the failed Arkansas savings and loan. 

The matter is sensitive because the Clintons ware named as possible 
beneficiaries of illegal action by the savings and loan; it was the disclosure 
of three discussions about the investigation between White House and Treasury 
Department officials that prompted Mr. Piske to subpoena the White House and six 
senior White House aides i 

Mr. Clinton said that he had not yet searched his files to coeply with the 
terms of the subpoena but that be expected his staff secretary, John Podesta, to 
turn over any notes be may have taken. 

"I've still not been accused of anything wroog, and I'm not going to do 
anything wrong, ” Mr. Clinton said. "I revere the responsibility that I have been 
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given and X am not going to abuse it.” 

Mr. Cutler said he plans to spend his time at the counsel's office 
establishing procedures that will guard against improper contacts among 
Administration officials on legal matters. 

"Me have a ways to go." said one senior white House official. "Obviously 
nobody has claimed that this is, by any means, over. It does mean we're making 
significant progress." 

Mr. Cutler said part of the system he would institute would require Mhite 
House employees to record future contacts with other officials. 

"Lloyd talked about some of the ways he had organized the legal office under 
Carter, and as a lawyer himself, the President was quite impressed with some of 
those arrangements and techniques," the senior White House official said. 

While agreeing that they would cooperate with imminent Congressional 
investigations to demonstrate their new openness. White House officials 
continued to maintain that they are victims of partisan attack. Mr. Clinton 
directed a jab at his current chief nemesis. Senator Alfonse M. O’ Amato, 

Republican of New York. 

"The Republicans have decided that Senator D'Amato will be the ethical 
spo k esm en for -t he R epub li c a n- P e r s y i n C ewgr ee e Mr y Clin to rn said in ~a 

none -too -subtle reference to Mr. O' Amato's own past ethical problems. "That is 
their right to do that . ” 

In the Senate, Bob Dole of Kansas, the Republican leader, declared that 
"sooner or later there will be some hearings," and he warned that Republicans 
would make this a campaign issue to force the hand of Democrats. 

But Democrats continued to resist. Senator George J. Mitchell of Maine, the 
Democratic leader, dismissed the call for hearings as a political stunt to 
embarrass President Clinton. 

On the question of whether Democrats could withstand the pressure in an 
election year, Mr. Mitchell declared: "So, what's new? Republicans campaigning 
against Democrats?" 

The House Banking Committee has already scheduled a hearing for March 24 on 
the progress of the savings and loan bailout being handled by the Resolution 
Trust Corporation. The list of witnesses proposed for the session in a letter to 
the committee chairman. Representative Henry B. Gonzalez of Texas, includes Mr. 
McLarty; Mr. Nussbaum; Harold M. Ickes and Mark D. Gear an. deputy White House 
chiefs of staff; Bruce Lindsey, a senior Clinton aide, and Deputy Treasury 
Secretary Roger C. Altman, the acting head of the Resolution Trust. 

The Republicans also asked for testimony from James B. McDougal, the 
Clintons' partner in the Whitewater venture and the head of Madison Guaranty, 
and from Government investigators from the Justice Department and the R.T.C. 

Beginning Monday night. White House janitors were permitted to begin emptying 
wastebaskets that had been ordered untouched since Friday night to insure that 
crucial documents were not thrown away. But the Secret Service re m ai n s under 
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orders to save burn bags containing classified information until at least 
Wednesday, and White House technicians have been put on indefinite notice not to 
destroy computer files. 

First Choice 

Mr. Cutler quickly emerged as the first choice of White House aides who 
began considering a replacement for Mr. Nussbaua even before he announced he was 
stepping down, senior aides to Mr. Clinton said today. 

With officials uncertain about whether the 76 -year-old Mr. Cutler would 
accept the job, they also discussed several alternatives, including Charles F. 

C. Ruff, the former United States Attorney here. Mr. Ruff had been seriously 
considered as someone who could take on the counsel job permanently. 


GRAPHIC: Photo: Lloyd N. Cutler, the new special counsel to the President, as 
he left his home in Washington yesterday. Man in the Mews, page B7. (Associated 
Press) 
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The law firm employee who testified before a Federal grand jury about 
destroying documents from the files of Vincent W. Foster Jr. now says he was 
told to shred the material after a special prosecutor had announced that he 
would look into the suicide of the White House aide. 

Jeremy Hedges, a part-time courier at the Rose Law Firm in Little Rock, Ark., 
pinpointed the date in a telephone interview today. Mr. Hedges said that when he 
had fed the documents into the firm's shredder, he had already heard of the 
appointment of Robert B. Fiske Jr. as special counsel. 

At the time of his appointment on Jan. 20, Mr. Fiske said that he would not 
only be investigating the Whitewater real estate venture, in which President 
Clinton and his wife were partners, but also looking into the circumstances of 
the suicide in July of Mr. Foster, a longtime friend of the Clintons who was a 
deputy white House counsel and who in private practice represented the Clintons 
in Whitewater and other personal matters. 

Even before a subpoena is issued, the law prohibits people from intentionally 
impeding an investigation by destroying evidence they know investigators want. 

What to Tell Investigators 

The courier also said today that he and the other couriers employed by the 
Rose firm met with two of the firm's partners in February and that one partner 
challenged his recollection that he had shredded documents belonging to Mr. 

Foster and then cautioned him against relating "assumptions" to investigators. 

Mr. Hedges said that although the partners had encouraged the couriers to 
cooperate fully with investigators, he felt that the sense of the meeting was "I 
should not tell them something they did not ask." 

Ron Clark, a partner in the firm and its chief operating officer, said in a 
telephone interview today that the meeting's only goal was to insure complete 
cooperation with Mr. Fiske' s inquiry. Mr. Clark, who presided over the meeting, 
said Jerry Jones, the partner who counseled against assumptions, "was trying to 
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nay: 'They'll be asking a lot of questions. Just tell them the facts.' " 

The firm, whose former partners include Hillary Rodham Clinton, Associate 
Attorney General Webster L. Hubbell , and an assistant White House counsel, 
William H. Kennedy 3d, asserts that the documents Mr. Hedges shredded were an 
assortment of internal firm papers that did not come from Mr. Foster's files. 

Mr. Clark said that the firm had four witnesses, two lawyers and two clerks, who 
support this account. He declined to identify them but said they were prepared 
to testify. 


Mr. Hedges said today that the explanation was "hard for me to believe." He 
said the box and all its file folders were marked "VWP, " the firm's shorthand 
for Mr. Foster. He said that he had glanced at a handful of the documents and 
that some were letters on the firm's stationary that bore Mr. Foster's 
signature. 


None of the documents he saw related to the Whitewater Development Company, 
Mr. Clinton's real estate investment, or James B. McDougal, Mr. Clinton's 
partner in Whitewater and the owner of the failed Arkansas savings and loan that 
is at the center of Mr. Fiske's inquiry, Mr. Hedges said. 

After Mr. Foster's death, the removal of the files about Whitewater from his 
White House office led to much of the pressure on Mr. Clinton to ask for a 
special prosecutor. 

Heist large law firms routinely dispose of sensitive client files by shredding 
them. Mr. Clark said last week that the Rose firm set up a shredding system in 
1991 in anticipation of greater scrutiny by reporters during Bill Clinton's 
Presidential campaign. 

Questions about shredding at Rose first arose in February, when The 
Washington Times reported that an unidentified employee said the firm had 
destroyed large quantities of Whitewater documents. Shortly afterwards, Mr. 

Fiske served subpoenas on law firm employees and issued an order admonishing the 
firm against destroying any evidence in the case. 

Couriers Called to Meeting 

Mr. Hedges said the couriers were then called to a meeting with Mr. Clark 
and Mr. Jones. 


He said Mr. Clark began by instructing everyone to tell what they knew to Mr. 
Fiske's investigators. At that point, Mr. Hedges said, he disclosed his 
intention to report the shredding of Mr. Foster's documents. 

"Z said,” Mr. Hedges recounted, "Z shredded some documents of Vincent 
Foster's three weeks ago." 

Mr. Jones replied with skepticism. "He said: 'How do you know they were 
Foster's? Don't assume something you don't know.' " 

Mr. Hedges insisted he was certain the documents came from Mr. Foster's 
files, but he said Mr. Jones then told the couriers: "Don't assume they had 
anything to do with Whitewater." 
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Mr. Hedges said today that he was convinced that the documents had once been 
part of Mr. Poster's files. 

"The file folders were stacked up neatly and the tabs all said. 'VWP 
Correspondence, 1 ' VWF notes,' ' VWF pleadings.' it looked like every file box 
I’ve ever looked at in the firm," he said. In addition, he said, the box had the 
initials VWP on its side and he looked at several letters in the file that bore 
Mr. Foster's signature. 

Mr. Clark said the letters might be explained by the fact that the box 
included files from the firm's recruiting efforts. Mr. Foster, he said, 
routinely sent letters to lawyers the firm was seeking to hire. He acknowledged, 
however, that the box of documents the firm says was shredded should not have 
had binders bearing the initials VWP. "I can't give you any fact that is going 
to resolve that," he said. 

Mr. Hedges said he had fed documents into a shredding machine for 30 minutes 
before being relieved by another courier, who took another 30 minutes to finish 
the job. 

Another Employee's Account 

Clayton Lindsey, the courier who took over the shredding, said in a 
telep ho n e in t e rview today * tfta ttie , too, "Clearly remembered the VWP markings on 
the binders. Mr. Lindsey said that when he placed documents into the machine, he 
generally keeps them in their jackets. The tabs, with identifying initials, ere 
typically facing up. 

"I saw the same stuff Jeremy did," Mr. Lindsey said. "I saw the initials on 
the side of the box and on some of the manila folders. It said VWP 
correspondence and like that. I didn't look into any of them." 

Mr. Lindsey has been interviewed by the P.B.I. but has not testified to the 
grand jury. 

In his Feb. 16 testimony before the grand jury, Mr. Hedges said only that the 
incident happened three weeks previously, or in the same week as Mr. Piske's 
Jan. 20 appointment. But in the interview, Mr. Hedges said he had distinctly 
recalled hearing of Mr. Fiske's appointment when he was asked by a file clerk in 
the firm to carry out the shredding. 


GRAPHIC: Photo: Jeremy Hedges, a courier at the Rose Law Firm in Little Rock, 
Ark. , says he began shredding papers from the files of Vincent W. Poster Jr. 
after a special counsel said he would look into the Clinton aide's suicide. 
(Spencer Tirey for The New York Times) (pg. B7) 
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From the moment she first became a major player in national politics. Hillary 
Rodham Clinton has been a combination of brilliant technocrat, political wife, 
new woman, savvy adviser and power behind the throne, confusing and compelling 
in equal parts. 

Oh, but you ain't seen nothin' yet. 

The more information that emerges about Whitewater and related matters, the 
more central Mrs. Clinton's role becomes, from her connections and cases at the 
Rose Law Firm to her handling of the family finances to her reported opposition 
to a special prosecutor. 

While once the White House considered how best to cooperate with an 
investigation while maintaining that there was nothing to investigate, now the 
aides who serve the President -- and the First Lady, too -- must deal with the 
Hillary problem. 

The gerrymandered district of wif e-adviser-power broker that Mrs. Clinton has 
carved out over a long marriage both to Bill Clinton and to public life is 
revealed in all its complications. And the Administration is left to develop a 
historic and extraordinarily difficult role-under-fire for the first First Lady 
important enough to be at the center of a major political mess. 

On Monday the President offered an emotional defense of his wife. Granted, 
he was answering a direct question from a reporter, and if he had been brief and 
dispassionate I can promise you that today we pundits would be writing about a 
rift in the First Marriage. 

Still, he came perilously close to a "little woman” defense of Mrs. Clinton. 

"I can tell you this, I believe I'm a better authority than anybody else in 
America on my wife," said Mr. Clinton. "I have never known a person with a 
stronger sense of right and wrong in my life." 

There's something silly about an I -love -my- wife defense for the most powerful 
player in the Clinton Administration; it's oldthink for a new age. One of the 
most winning things about Mrs. Clinton is that she came to us with no excuses 
for being tough, smart and willing to fight for her point of view, and that she 
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never cast righteous opposition as sexism. It was clear that she expected a 
level playing field. 

She should not change now. now that the playing field is legal investigation 
and partisan witch hunt, liberally mixed. It would be preposterous to cast Mrs. 
Clinton as the little woman, beaten up by the big bad boys in the Congress; she 
has been such a towering figure, not browbeaten or outbrained by anyone. She 
cannot have it both ways, even if both ways has been how she has had to operate. 
Her grasp of the issues at a health care hearing is staggering; then someone 
asks who designed her suit. 

The original Hillary problem, which turned out to be no problem at all, was 
her wish to move beyond the standard First Lady role, to use her acumen in a 
policy position, to be judged by her capabilities alone. The new Hillary problem 
is that judging her by her capabilities alone in the context of Whitewater is 
impossible. 

It's all very well to say that if Mrs. Clinton has truly been a success in 
bringing America up to speed on full participation for women, then the price she 
will have to pay is being treated like any other powerful political figure, male 
or female. But. she is not like any other political figure. 

During the campaign the closest anyone could come to an analogy was to Robert 
Kennedy and his brother Jack. But a man can distance himself from his brother, 
and many-do. When he distance* himself from- his -w±fe-,~it*a"-csi-ied divorce. 

Mr. Clinton’s record of cutting and running indicates strongly that, were 
Hillary Rodham Clinton still Hillary Rodham, a special assistant to the 
President with some of the same questions surrounding her past actions and 
associations that surround them today, the President would be getting ready to 
accept her resignation "with deep regret." 

Luckily for those of us who believe Mrs. Clinton is a considerable benefit to 
the country, that won't happen, what will happen instead is that Hillary 
Clinton will once more break new ground, this time as a Presidential 
adviser-spouse in the midst of a political maelstrom. It will take a great mind 
to determine how to play this out. Luckily, we have a great mind in the white 
House. Unfortunately, she's the one most involved in the mess. 
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A potentially destructive battle over how best to investigate the Whitewater 
affair has erupted between Republicans who are pressing for Congressional 
hearings and the independent counsel, Robert Fiske, who is pursuing a criminal 
investigation. 

Mr. Fiske fears that a rogue Congress could foul up his work - - which it 
could if it plunges ahead with abandon. But Congress has a clear right to ask 
questions about government regulation of the savings and loan mess in Arkansas 
and. even more urgently, about whether the recently disclosed White House 
meetings with bank regulators represented an attempt to obstruct justice. 

The challenge now is for both sides to figure out a way for Congress to 
conduct legitimate inquiries without impeding a thorough and fair criminal 
investigation. 

The White House and many Democrats complain that Republicans are merely out 
to embarrass the President and Mrs. Clinton. That is surely true of some -- but 
the public has a right to know whether the White House is abusing its power. 

Mr. Fiske concedes that Republicans like Representative Jim Leach are correct 
to insist on Congress's oversight responsibility. Even so. he fears that any 
hearings "would pose a severe risk" to his inquiry. That exaggerates the danger, 
so long as Congress refrains from granting key witnesses iomunity -- a problem 
that ultimately doonad Iran-contra prosecutions. The Republicans have al re a dy 
said they would not offer immunity. 

Mr. Fiske is on stronger ground when he argues that Congressional hearings 
could lead to "tailored" testimony from witnesses who might adjust their stories 
after gaining access to documents or testimony before Congress. That risk, 
however, can be minimised if Congress agrees to delay its h e a r ings and give Mr. 

Fiske time to interview the major players, especially those in the White House 
and the Treasury Department. In any case, the risk is not sufficient to justify . 
asking Congress to abandon its oversight role until the end of an investigation 
of uncertain length. 

Like most prosecutors, Mr. Fiske seeks complete control of the case. But he 
ignores the fact that similar Congressional hearings in the past have produced 
significant new information that has ended up helping prosecutors to ma ke their 
case. Indeed, Mr. Leach notes, it was questioning by Senator Alfonse D' Amato of 
Mew York at a recent hearing that led to the disclosure of the White House 
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meetings and prompted Mr. Flak* to expand hia investigation to include them. So. 
too, Congreaaional Watergate hearings brought out the exiatence of crucial White 
Houae tapea. 

There ahould be room for give here by both aides. Mr. Leach and Mr. D* Amato 
should grant Mr. Fiske a head otart, probably measured in weeks. But Mr. Fiske 
cannot reasonably expect Congress to put off its hearings indefinitely, 
especially when the history of such hearings does not support his worst fears. 


LANGUAGE: ENGLISH 

LOAD - DATE -MDC: March 9. 1994 


a 


LEXIS'- NEXIS'tt LEXIS'- NEXIS'® LEXIS'-NEXIS« 

Services of Mead Data Central, Inc. 

J4647 



2225 


LEVEL 1 - 12 OF IS ITEMS 

Copyright 1994 The New York Times Company 
The New York Times 

March 9, 1994, Wednesday, Late Edition - Final 
SECTION: Section A; Page 15; Column 2; Edi.torial Desk 
LENGTH: 617 words 
HEADLINE: Counsel Of Confusion 

BYLINE: By Ronald Goldfarb; Ronald Goldfarb, a Washington lawyer who worked 
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forthcoming "The Brother within: Robert Kennedy's War Against Organized Crime." 

DATELINE: WASHINGTON 

BODY 

In his letter of resignation, Bernard Nussbaum said that "at all times I have 
conducted the office of the White House counsel and performed the duties of 
counsel to the President in an absolutely legal and ethical manner." But just 
what legal and ethical standards did he mean? Mas he correct that his critics 
did hot 'understand "the role and obligation of a lawyer, even one acting as 
White House counsel"? 

Start with basic principles. The President has the constitutional duty to see 
that the laws are faithfully executed. His Attorney General represents the 
American people. The white House counsel represents the institution of the 
Presidency, not the President in his private affairs; as Mr. Nussbaum' s 
successor. Lloyd Cutler, says, he intends to serve as counsel to the office, not 
the person. Private lawyers can represent Presidents who have private legal 
problems . 

But situations inevitably arise that cut across these basic lines. In the 
Whitewater investigation, all three kinds of lawyers have been called upon, 
along with a special prosecutor for good measure. What the Attorney General, 
special prosecutor and private lawyers are authorized to do is generally 
accepted; not so the White House counsel, Mr. Nussbaum* s defensive declarations 
notwithstanding . 

Relations between Presidents and their lawyers have long been a bone of 
contention. Andrew Jackson told Attorney General Roger Taney to solve a problem 
the way he wanted "or I will find an Attorney General who will." In the early 
1940 ’a, Franklin D. Roosevelt created the staff position of special counsel to 
the President. That person was to be a general Presidential assistant, d e aling 
with various internal legal questions and assuming other advisory assignments. 
Clark Clifford, who held the job for five years tinder Harry S. Truman, recalls 
that when F.D.R. appointed an old friend. Judge 8am Rosenman, to the position, 
his Attorney General, Francis Biddle, objected to the title "counsel." He argued 
that the President had only one counsel, the Attorney General, and warned that 
no white House lawyer was to interfere with the functions of the Justice 
Department. 
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Over time, different holders of the job have filled various roles: speech 
writer, drafter of legislation program developer, private adviser -- doing, as 
one former counsel told me, "what the President wants." But this can get too 
cozy or too protective, a9 Mr. Nussbaum found out. Legal policy and Presidential 
politics are what should divide the roles of the Attorney General and the White 
House counsel. 

A large part of the problem is the absence of guidelines on the duties of the 
counsel, when I asked Harry McPherson what guidelines he followed when he 
assumed that role for Lyndon B. Johnson, he replied, "Not many.” And Richard M. 
Nixon's counsel Leonard Garment replied: "Next to none. It was an existential 
nightmare -- fuzzy, obscure, intuitive." 

Establishing clear guidelines for the counsel's duties could save Presidents 
much of the grief that Mr. Clinton is enduring over the White House handling of 
Whitewater. It would also assuage public cynicism about the standards of justice 
when people in power are involved. 

Since numerous people who filled this role from the Truman Administration 
onward are still around, there is abundant experience to be drawn from. An 
appropriately judicious private organization should convene a prestigious panel 
to review the role of the White House counsel as it has been exercised and to 
suggest standards for the future. That panel's findings would be influential and 
herd to ignore. And they would serve future Presidents, and the nation, well in 
managing justice at the highest levels. 

GRAPHIC: Drawing. 
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BYLINE: ELIZABETH ARNOLD 


- HIGHLIGHT" 

Republicans continue to issue demands for special hearings into Whitewater and 
have vowed to hold up the nomination process for the FDIC head. Special counsel 
Fiske says they jeopardizing the investigation. 

BODY 

BOB EDWARDS, Host: Good morning. The U.N. Security Council may vote today on 
a resolution condemning the massacre at Hebron. I’m Bob Edwards. Today is 
Wednesday, March 9th, and this is NPR’s Morning Edition. 

['Morning Edition' theme music] 

EDWARDS: The Israeli board of inquiry investigating the Hebron massacre visited 
the site today. The $irst Israeli delegation to visit Syria meets today with 
President Hafez al -Assad. North and South Korea discussed the nuclear issue 
today, and Amnesty International has a report today on human rights in South 
Korea. Russia's defense minister is in Germany today, discussing the withdrawal 
of Russian troops from Germany. And today is the birthday of Bobby Fischer; 
he's 51 years old. The news is next. 

[newscast] 

[funding credits] 

('Morning Edition' theme music] 

EDWARDS: Washington lawyer Lloyd Cutler takes over as the new White House 
counsel today. Cutler's appointment is temporary, but President Clinton hopes 
he will restore public confidence over White House handling of the Whitewater 
investigation. The president has promised full disclosure in the matter. This 
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week, special counsel Robert riske asked Congress not to hold hearings into the 
Clinton's land venture and ties to the failed Madison Guaranty savings and 
Loan. Piske said hearings would undermine his investigation. Today Fiske maken 
his plea in person, as Republicans continue to demand a congressional 
investigation. NPR's Elisabeth Arnold reports. 

ELIZABETH ARNOLD. Reporter: More than one Republican on Capitol Hill has said 
this week that what goes around comes around. As the president accuses those 
calling for congressional hearings of playing politics, they in turn say they're 
driven by their integrity and legislative duty. It is the Democrats, they 
respond, who are playing politics by refusing to look into the involvement of 
federal agencies in the Whitewater affair. House Minority Whip Newt Gingrich - 

Rep. newt GINGRICH (R-GA) : I'm saying that the Democratic leadership of the 
Congress has an institutional obligation to review the total range of questions 
that need to be answered and to agree on a bipartisan basis that legitimate 
congressional investigations should go forward and legitimate hearings should be 
held on a range of questions, in an orderly manner. 

ARNOLD: But just as Republican demands were beginning to touch a nerve and 
Democrats were growing uncomfortable, the special counsel provided their best 
defense - a letter stating that any hearings into the matter could jeopardise 
his inquiry. Democrat Donald Riegle is the chairman of the Senate Banking 
Commit tew. ' 


Sen. DONALD w. RIEGLE, Jr.. (D-MI) : I think it's a very strong letter, and the 
fact that he took the initiative to contact us to say that he did not want any 
interference with his investigation, and the fact that he's pursuing in this 
case criminal referrals that were earlier made. I think we have to respect his 
wish. 

ARNOLD: Up this point Democrats have been noticeably silent. Few have chosen to 
comment on the need for hearings or to defend the White House. Meanwhile, Jim 
Leach, the ranking Republican on the House Banking Committee, has put out a list 
of 40 Whitewater witnesses he wants to call to testify at the semi-annual 
hearing on the Savings and Loan bailout. He's also sent out his own experts to 
Arkansas to conduct an inquiry. The ranking Republican on the Small Business 
Committee, Jan Meyers, has sent his staff to look into the propriety of small 
business loans obtained by a company with alleged ties to Whitewater 
development. 

But Democrats hope the inquiry will stop there. They point to Fiske 's letter, 
to the appointment of Washington veteran Lloyd Cutler as chief White House 
counsel, and to steps by the white House to prohibit improper contacts in the 
future with investigators, all as evidence that Congress doesn't need to be 
involved. And they've taken the president's cue, casting Republican demands as 
an intentional distraction. Deputy Democratic Whip Bill Richardson of New 
Mexico- 

Rep. BILL RICHARDSON (D-NM) : Let us get on with the problems of the day. Let us 
leave these issues to Mr. Fiske. Let us not exploit this issue politically. 

Let us not think that just because there was Iran-Contra investigation that the 
immediate response should be for the other side to get even and go after a 
president that is trying to do the right thing. 
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ARNOLD: In th« Senate, 43 Republicans have cold Majority Leader George Mitchell 
they'll hold up the nomination of Ricky Tiegert (sp) , the president's nominee to 
head the FDIC. unless the Senate Banking Committee holds hearings. Mitchell is 
holding firm. Republicans argue that in other instances Democrats have raced to 
hold hearings. They cite the House Banking Committee probe into the Silverado 
Savings and Loan that went bankrupt when Neal Bush was on its board of 
directors. They also cite the highly publicized inquiry into the so-called 
October Surprise - allegations that President Reagan delayed the release of the 
Iranian hostages until after his election. 

Senator Dole quotes then-Senator Al Gore calling for October Surprise hearings, 
saying that although the evidence was. quote, 'fragmentary and circumstantial,' 
it was compelling, and Congress needed to clear the air. Dole says Republicans 
may soon attach an amendment to pending legislation that would call for 
bipartisan agreement on a series of hearings that he says would be set up so as 
not to interfere with this investigation. 

Sen. ROBERT DOLE (R-KS) : I would think some of the Democrats running in 1994 
would not want to vote against a resolution that simply said the leaders ought 
to get together and work out some hearing structure. 

ARNOLD: But that was the opening Democrats were looking for. Within the hour 
President Clinton said Dole was finally honest about the Republican desire to 
make political hay out of the situation. Majority Leader George Mitchell also 
sees the opportunity. 

Sen. GEORGE J. MITCHELL (D-ME) : It proves in a way that no words of mine can 
that this is purely partisan politics and is, in effect, a campaign stunt by 
Republicans in an effort to embarrass the president and to score political 
points . 

ARNOLD: To date, Mitchell says, no Democrat in the Senate has requested a 
congressional review of Whitewater. Some Senators say the first cracks are 
likely to appear over in the House, where so many Democrats have tough races in 
November. House Democrats may soon want to publicly distance themselves from 
the continuing sage of the white House and Whitewater, especially in two weeks, 
when Republicans on the House Banking Committee hold their first hearing in 
which they predict disclosures of, quote, 'blockbuster proportions.' I'm 
Elisabeth Arnold at the Capitol. 


The preceding text has been professionally transcribed. However, although 
the text has been checked against an audio track, in order to meet rigid 
distribution and transmission deadlines, it may not have been proofread against 
tape. 
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Prasidant Clinton has callad on an old~lin« Washington lawyer to halp 
navigate him out of the Whitewater mate. 

Lloyd Cutlar. 76, counsal for Jimmy Carter. Tuesday agreed to join up for 130 
days. Aides said Clinton hopes Cutler's reputation will help repair the 
White House's iaage. 

crincon. answering questions on the subject for the second day in a row, said 
he and aides would cooperate if Congress insists on holding hearings. 

Whitewater special counsel Robert Piske said a probe would jeopardise his 
work, but Republicans said they would push ahead anyway. 

"We're not trying to compromise the Piske investigation," said Senate 
Minority Leader Bob Dole, R-Kan. "People can take the Fifth if they want." 

In the Bouse. Republicans demanded banking committee chairman Henry Gonsales, 
D-Texas, call top white House aides to testify about purported efforts to 
•gumlch a probe of the land deal involving Bill and Hillary Rodham Clinton. 

Clinton said three days of searching records had found evidence of a few more 
"incidental" contacts between aides and investigators. 

"I do not have any information that anyone has done anything wrong, that 
anyone has tried to use the authority of the white House in any way, shape or 
form, and I can tell you for darned sure, X haven't." 

After announcing Cutler's appointment, the Clintons held a pep rally for 400 
staffers. 
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President Clinton and his new counsel, Lloyd N. Cutler, indicated a 
willingness yesterday to comply with congressional demands for testimony from 
senior White House aides about their meetings on Madison Guaranty Savings a 
Loan, although the president repeated that the special counsel investigating Che 
allegations should be allowed to proceed unimpeded. 

Clinton also said it was unlikely he would assert executive privilege as a 
federal grand jury looks into a series of White House and Treasury Department 
meetings about the government's investigation of Madison, a failed Arkansas 
thrift with ties to the Clintons. 

Clinton's comments came as he announced that Cutler had agreed to join the 
administration as special White House counsel, but only for a several -month 
stint while presidential aides search for a permanent successor to Bernard 
Nussbaum, who resigned Saturday. 

Furor over the series of White House meetings and other contacts continued on 
Capitol Hill, as Senate Republicans for the first time took direct aim at 
Hillary Rodham Clinton. Congressional Republicans continued to demand additional 
inquiries into the Clintons' investments in the Whitewater Development Corp. and 
the Resolution Trust Corp. investigation of Madison. 

Sen. Alfonse M. D' Amato (R-N.Y.), ranking minority member of the Senate 
Banking Committee, took to the Senate floor to suggest that Hillary Clinton owed 
the nation answers to questions about Whitewater. Minority Leader Robert J. Dole 
(R-Kan.) threatened to force a Senate vote on whether to hold hearings into 
Whitewater and the Madison S&L, which was owned by the Clintons' partner in the 
Whitewater investment. 

Special counsel Robert B. Fiske Jr. has warned lawmakers that hearings could 
jeopardize his investigation. Clinton said yesterday that Fiske 's views are 
"entitled to respect" but that his "inclination would be to obviously 
participate" if the hearings go forward. Cutler said "it would be my 
recommendation that everyone in the White House cooperate." 
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white House efforts yesterday were geared to waking the president appear as 
forthcoming as possible, from the offer to cooperate with congressional 
inquiries to the announcement that claims of executive privilege were unlikely. . 
Although the White House went back and forth on whether the president should 
hold a full-fledged news conference, when he did so yesterday. Clinton, who 
often makes his announcement and stays to answer only a few questions from 
reporters, submitted to more than 30 questions. 

Clinton stressed ethics in his ptepared statement on Cutler's selection, 
saying he wanted an "eminent lawyer who could step into the role immediately and 
bring to the job the stature, the standards and the experience that the American 
people expect . " 

Cutler, 76, said that during the 130 days he has agreed to work at the White 
House he would concentrate on instituting "the procedures and the actions 
necessary to maintain public confidence in the integrity and the openness of the 
presidency. " 

Cutler, who was called in to serve as President Jimmy Carter's White House 
counsel at a similarly difficult time in Carter's presidency, said Nussbaum had 
been the victim of "a lot of bad luck.” 

But he said that in the future, whenever a question comss up about a meeting 
or 'Conversation about a government investigation of any "high political person, " 
the White House counsel will "decide whether there should be such a meeting . . . 
and he will make a careful record of what happens so that it will be available 
if questions are raised later on." 

Cutlsr said he had "put a limit on how long X would stay, in part because X 
know how tough a job this is and I know how old X am, in part because I'm 
married fairly recently [four years] to a very young and peppy wife and X want 
to spend some more time with her." 

The 130-working-day limit also allows Cutler to retain the status of special 
govamiMnt employs*, meaning chat he will not have to go through the difficult 
and potentially costly step of resigning from his law firm. Rather, he will be 
allotted simply to take a leave from the firm, Wilmer, Cutler k Pickering. 

A senior White House official said that Cutler trill still be required to file 
a financial disclosure form and to comply with regular conflict of interest 
rules. Clinton's ethics requiremsnts of a lifetime ban on representing foreign 
agents and a five-year prohibition against an official appearing before an 
agency in which he served do not normally apply to special government employees, 
the official said, but Cutler "is intending to comply." 

Cutler, who during his last stint in government reported earning $ 319,377 
from his law firm in 1978, said he "wanted to serve without comp en sation" and 
might simply accept a salary and donate it to the deficit reduction fund. 

During the 1993 campaign, Clinton inveighed against the Washington "revolving 
door" of lawyers and lobbyists passing between private practice and government 
service, and as president he encountered criticism when two high-ra n ki n g members 
of his administration left after less than a year in office for lucrative jobs 
in the private sector. 
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But faced with a desperate need for what he described yesterday as a "Lloyd 
Cutler-type of lawyer." Clinton agreed to Cutler's requirement that he not 
remain beyond the 130 -day period. Asked how that short stint comported with 
Clinton's opposition to the Washington revolving door, one senior official said, 
"I don't think Lloyd Cutler has to trade on his government service.” 

After the announcement of Cutler's appointment, White House staffers crowded 
into the Bast Room for a pep rally with the president, Hillary Clinton, Vice 
President Gore and the new counsel. The president related a story that he and 
the First Lady used to read to their daughter, Chelsea, when she was a young 
child to relate the point that things would turn out well in the end. 

"They just said that there are ups and downs in the presidency, ” said one 
staffer. "It was rocking." while Clinton said he would be inclined to have his 
staff cooperate with Whitewater investigators. White House press secretary Dee 
Dee Myers said it was up to the subpoenaed individuals whether to choose to 
invoke their constitutional privilege against self -incrimination before the 
grand jury. Clinton, she said, is "not going to make any judgment about whether 
people should take the Fifth.” 

In his Senate speech, D' Amato noted that Clinton defended his wife's 
involvement in the Whitewater affair at a news conference Monday, saying he had 
"never known a person with a stronger sense of right and wrong in my life, 

e ver . ' • 


"Well, Mr. President, that seems to be the problem," D'Amato said. 

"I would like to ask just two questions of the person that the president 
refers to as having the strongest sense of right and wrong of anyone he has ever 
met in his life: Were you briefed by your chief of staff, Maggie Williams, about 
her meeting with [Deputy Treasury Secretary] Roger Altman, and, did you know it 
was wrong?" 

A White House official said Monday that Hillary Clinton had only learned 
about Altman's meeting when he testified on Capitol Hill. 

President Clinton, at his news conference announcing Cutler's appointment, 
retorted that the Republicans "have decided that Senator D'Asiato will be the 
ethical spokesman for the Republican Party in the Congress” -- a pointed jab 
recalling the investigations of D' Amato himself. "I'm not in the business of 
answering his questions," Clinton said. "I am cooperating with the special 
counsel . " 

Dole, emerging from the Republicans' weekly caucus lunch, said Republicans 
were considering offering an amendment to any bill on the floor over the next 
few days calling on the Senate leadership to "structure a process” for hearings 
on Whitewater . A Dole aide said a decision on whether to go ahead with the 
strategy depends in part on the outcome of a meeting today between D'Amato and 
Fiske. 

In comswnts to reporters, Dole also suggested that Republican senatorial 
challengers may attempt to turn up the heat on reluctant D emo c rats by raising 
the issue of hearings in their campaigns. 
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Dole's proposals drew a barbed response from Senate Majority Leader George J. 
Mitchell (D-Maine) . who described the strategy as a "campaign stunt" designed 
"to embarrass that president" that would only serve to "undermine" the special 
counsel's probe. 

Among Democrats, he said, there is a "very strong feeling we should honor the 
special counsel's request." He denied that Democrats are getting nervous about 
the Whitewater issue and said he knows of no Senate Democrats who advocate 
hearings . 

House Republicans, meanwhile, released a list of 40 witnesses they invited to 
testify at a March 24 oversight hearing on the Resolution Trust Corp. They hope, 
despite Fiske's plea, to turn the occasion into a forum on Whitewater. 

Included on the GOP wish list are all 10 White House and Treasury officials 
subpoenaed by Fiske, James and Susan McDougal, the Clintons' partners in 
Whitewater, and David Hale, the indicted Little Rock businessman who said 
Clinton asked him to give the McDougals a $ 300,000 loan in 1986. 

The witness list also includes five federal investigators who wrote the RTC 
referrals and Rose Law Firm employees and couriers involved in alleged shredding 
of related documents. 


GRAPHIC: PHOTO, REPLYING TO A WHITEWATER SPEECH BY SEN. ALFONSE M. D’ AMATO 
(R-N.Y.), CLINTON SAID, "I'M NOT IN THE BUSINESS OF ANSWERING HIS QUESTIONS.", 
LARRY MORRIS 
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Massive White House and Treasury Department file searches the past 48 hours 
produced evidence of numerous additional contacts of an unspecified nature 
between officials of the two agencies relating to the defunct Madison Guaranty 
Savings 6 Loan. 

President Clinton and other officials characterized the communications as 
"trivial," "incidental" or "non- substantial . " But officials said that White 
House and Treasury lawyers were so concerned that any "passing conversation, ” as 
one official put it, would be construed as a meaningful contact that many they 
view as inconsequential will be reported to special counsel Robert B. Fiske Jr. 

Fiske is investigating the Clintons' Whitewater land venture and its ties to the 
failed Arkansas thrift. 

Last week's revelations of three undisclosed contacts between senior White 
House officials and Treasury officials familiar with investigations of Madison 
set off a political furor. The week ended with the resignation of White House 
counsel Bernard Nusabaum and the Friday subpoenas of 10 White House and Treasury 
officials. 

Independent regulators pursuing criminal matters are barred from discussing 
their investigations with any outside individuals -- especially those, like the 
Clintons, whose names have come up in the course of a probe. At the time of the 
contacts now surfacing, the Resolution Trust Corp. , headed temporarily by Deputy 
Treasury Secretary Roger C. Altman, was investigating Madison and its dealings 
with a land development company owned in part by the Clintons. 

Fiske issued subpoenas for the officials to appear before a Washington grand 
jury and separately for all their documents, memos, computer files and other 
notations related to Whitewater and Madison. 

The agencies have made this afternoon the deadline for turning in the 
material. Fiske or his team have been invited to both the White House and 
Treasury to examine some documents to determine whether they are relevant. 

Administration officials fear making that determination themselves, officials 
said. 
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white House senior adviser George Stephanopoulos said yesterday that "based 
on what we know, there were additional contacts and follow-up conversations, but 
none in any way dealt with the substance of the investigation." 

A senior Treasury official said that Altaian, who touched off the recent White 
House troubles with his revelation in congressional testimony that he attended a 
Feb. 2 white House meeting, planned not only to turn over to Flake and testify 
to "any possible conversation or scrap of paper no matter how incidental," but 
also to officially amend his Feb. 24 congressional testimony to include the 
additional contacts. 

From the start, the White House has described contacts between its officials 
and Treasury as non- substantial, minimal and of no relevance to civil or 
criminal investigations because no action was taken to affect the 
investigations. 

But what Clinton acknowledged yesterday, and what interviews with 
participants, their aides and others show, is that despite various layers of 
ethics rules already in place, there was no ethical "centralized system" to 
guard against officials familiar with investigations that potentially involve 
the Clintons briefing white House officials on the issue. 

"That was the problem," Clinton said of all the conversations. He added that 
the White House now has a new counsel, new written orders and a new system so 
"these things don't just keep happening by happenstance." 

The Feb. 2 meeting sought by Altman and attended toy Nussbaum, Margaret 
Williams, chief of staff to Hillary Rodham Clinton, and Harold Xckes, White 
House deputy chief of staff, has been described as a procedural briefing in 
which Altman discussed the general procedures for civil fraud cases connected 
with Madison. It cane at a time when one of the main potential civil cases being 
examined by regulators involved Madison's legal representation by Hillary 
Clinton and her former firm, the Rose Law Firm of Little Rock, Ark. While 
Clinton was governor, Mrs. Clinton and a junior partner at the firm represented 
Madison in an appeal for regulatory approvals by the state securities 
cooaission. 


One regulator called it "a political heads-up for Hillary, but a meaningless 
one" because civil suits are routinely subject to negotiation and knowledge of 
the generic procedures followed by the RTC would have no particular value. 

Altman flatly denies knowing or discussing any aspect of the status of any 
individual civil case in any White House session. 

White House aides asked Altman during this session whether lawyers "for the 
parties at interest" could receive the sane briefing, apparently a reference to 
the Clintons' private lawyer. David Kendall, and were told by Altman he would 
check the legality. Later, sources said, Altman was told that RTC general 
counsel Blleh Kulka "thinks it is wrong" and said no. 

Another of the sessions, a conversation between Treasury's general counsel, 

Jean Hanson, and White House counsel Wussbaum on Sept. 29 was the first 
notification to the white House that the Resolution Trust Corp. was poised to 
ask the Justice Department on Oct. • to launch a criminal investigation into 
Madison and its ties to Whitewater, the failed land development firm that the 
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Clintons owned jointly with James McDougal, the former head of Madison. 

Clinton was pressed again yesterday on what he knew when about the action. He 
repeated he was uncertain of the details except that he believes he knew in 
mid-October because of news inquiries. 

He said he believes that his senior aide. Bruce Lindsey, was the one who told 
him. Nussbaum has been quoted by officials as saying that he passed along to 
Lindsey the information from Hanson. In both mid-October and at the month's end, 
when The Washington Post first reported the RTC's criminal referral on the 
Madison matter, Lindsey said he knew nothing about it and White House spokesman 
Jeff Bller officially denied that the White House had been informed, notified or 
told of the referral. 

The last of the disputed meetings, the Altman session, has always been 
described by him and the White House as inconsequential because it was what he 
calls a "generic" briefing on the procedures the RTC follows in civil, not 
criminal, proceedings, that had nothing to do with any particular case. 

That description has aroused deep suspicion among Republicans in Congress and 
among some in the regulatory community because of the Pirst Lady's potential 
vulnerability to a civil fraud case. 

In its representation of Madison, the Rose firm expressed confidence in 
■wd ieon' y m c cmom tc viability . 'A few month ** before that*, a- fed e r al - audit 
portrayed the thrift as financially reckless and on the brink of collapse. A 
regulatory expert said yesterday that the RTC, if it proceeds against the Rose 
firm, "would pose the question that Rose knew, or should have known, that 
Madison was financially failing and should be liable for making the case before 
regulators that it was not." 

Altman said yesterday of the White House meeting, "There was no discussion of 
what the RTC was going to do. None.” Altman has said numerous times that it wee 
poor judgment and " colossal ly stupid” to have arranged the meeting by calling 
White House Chief of Staff Thomas F. "Mack” McLarty. 

McLarty turned the meeting over to I ekes, he has said, and it remains unclea r 
who arranged the participants. The presence of Williams has added to suspicions 
raised by Republicans that this session, compared to others, was aimed at d amag e 
control for Hillary Clinton. 

Of all the sessions, the White House has acknowledged the Sept. 29 
conversation between Hanson, the general counsel at Treasury, and Nussbaum as 
. the moot politically harmful. In that conversation, Hanson, who had just gotten 
an RTC briefing on the subject, told Nussbaum that the RTC was about to ask the 
Justice Department to begin a criminal investigation of Madison and that the 
Clintons were named in the referral as possible beneficiaries of illegal actions 
at Madison. 

Officials said yesterday that Nussbaum, Hanson and other White House and 
Treasury officials had just concluded a discussion of the Waco conflagration and 
the administration's response when Hanson took Nussbaum aside and outside the 
hearing of others offered the Whitewater information. 

"Bernie said she told him, 'Mot to worry. This is not about the Clintons. 
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This is shout Madison.' * ons official said of Nussbaum's description. 

Hanson was the most intimately involved in RTC business, sources there said, 
because she was, as one put it. "the chief operating officer on the legal side" 
because the RTC had only an acting counsel. 

Officials there said that before Sept. 29 the RTC had first told Altman of 
the status of the Whitewater investigation and then Hanson, so both knew Of the 
pending criminal probe. Altman was said to have told them to proceed as they 
would on any case and not to alter their procedures. 

After the Oct. 8 formal RTC request for a Justice probe, reporters began 
asking Treasury and the White House about the referral. That dynamic produced 
the Oct. 14 meeting in Nussbaum’s office that included six White House and 
Treasury officials discussing what to say publicly about the criminal referral. 
What the White House ended up saying on Oct. 30 and later was that officials 
knew nothing about it. 

The final disclosed contact involved a conversation between Hillary Clinton's 
press secretary. Lisa Caputo. and who she last week described as "some guy" at 
the RTC. Asked who made that call, RTC press spokesman Stephen Katsanos said he 
himself made the call on the instruction of Joan Logue Kinder, assistant 
Treasury secretary. Katsanos said he believes the conversation took place in 
October or November. 

Katsanos said he was told when Altman was installed as interim head of the 
RTC that he was to coordinate press relations with Treasury. He told Treasury of 
press inquiries involving Hillary Clinton's involvement with Madison, he said, 
and was given Caputo's number. Kinder told him, Katsanos said, to call Caputo 
and tell her what questions were being asked. 

Staff writer Susan Schmidt contributed to this report. 


GRAPHIC: PHOTO, ROGER C. ALTMAN. 
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A search of white House records and computers has uncovered additional 
contacts between President Clinton's aides and federal regulators investigating 
the Whitewater -Madison connection, the White House conceded yesterday. 

These disclosures were made as the president introduced his new white House 

For the second straight day, Mr. Clinton answered questions from reporters, 
some of them more pointed than the day before, and the president again 
characterized the Whitewater -Madison affair as a Republican attempt to play "the 
politics of personal destruction." 

Mr. Clinton got in several jabs at Republicans who have been hie most vocal 
critics . 

When a reporter asked whether first lady Hillary Rodham Clinton had been 
briefed by her chief of staff about White House meetings on the investigation, 
the president avoided an answer. 

Instead, he mocked the role of Sen. Alfonse M. O' Amato, New York 
Republican, who in the past faced ethics questions, ap one of his sharpest 
Whitewater-Madison critics. 

"You know, look,” the president said. "I don't - the Republicans have 
decided that Senator D' Amato will be the ethical spokesman for the Republican 
Party in the Congress. That is their right to do that. I'm not in thk business 
of answering his questions . I am cooperating with the special counsel . " 

When Mr. Cutler was asked whether he agrees that the Whitewater probe is a 
Republican vendetta, he said: "I think I'll stick to giving legal advice." 

The White Bouse said further contacts with Treasury officials - to discuss 
the inquiry into the Clintons' links to the failed Madison Guaranty Savings 
and Loan Association in Arkansas - were discovered as it complied with a 
subpoena from Mhitewa ter -Madison special counsel Robert B. Fiske Jr., who has 
demanded all documents detailing the secret meetings. 
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"Any contacts wars incidental and ware follow-up con varaat ions which had 
nothing to do with tha substance of the RTC investigations, ” Mr. Clinton said, 
referring to the Resolution Trust Corp. , which handles S&L bailouts. 

White House Press Secretary Dee Dee Myers said the additional contacts were 
largely telephone calls, presumably to discuss press inquiries into the scandal, 
from the white House to Treasury officials aware of the probe. 

The RTC is investigating whether Madison illegally diverted money to Mr. 

Clinton's 1984 gubernatorial campaign and to the Whitewater Development Corp., a 
northern Arkansas real estate development owned by the Clintons, James B. 

McDougal, Madison's owner, and his wife, Susan. 

”1 haven't done anything wrong, and I'm not going to do anything wrong," Mr. 

Clinton said. 

As the White House remained under fire. Rep. Jim Leach, Iowa Republican, 
and other House Banking Committee Republicans released the names of 40 
witnesses, including top white House officials and key federal regulators, they 
want to question during a March 24 oversight hearing on the Whitewater-Madisan 
affair. 

Senate Minority Leader Bob Dole of Kansas said GOP senators may seek a vote 
s asai l mfc i an demanding ■ a n eg i s s s i nnsl i mr eat iq a r .i fift . of tha a ff a ir , a n d B 8 kB ^ 
the vote a 1994 campaign issue against Democrats. 

Revelations of three White House meetings with federal regulators about the 
Whitewater- M adison investigation had raised questions about whether Mr. 

Clinton's aides were trying to meddle in the affair. Six White Bouse officials 
and four Treasury officials were subpoenaed to testify tomorrow in U.S. 

District Court. 

Another subpoena is expected for White House Chief of staff Tho ma s r. 

"Mack" McLarty, who has said ha helped arrange one of the smetings. 

Mr. Clinton again said he knew in October that his name had been raised in 
the criminal probe of Madison, but he repeated that he does not know how he 
knew. He suggested that personal aide Bruce Lindsey told him in October - when 
he first became aware of the "criminal referral* - but he was not sure. 

"My clear - Z don't even remember whan or exactly how Z learned it - but my 
clear impression was that tha RTC had made a referral on this and that it - Z 
understood the issue and Z just absorbed it and did - Z did nothing about it. I 
ordered no action to be taken. And Z honestly don't re— Par what date it 
occurred on," Nr. Clinton said. 

His cosawnts, however, countered those by aide Jeff Slier, who told the 
Associated Press on Oct. 31 that neither Mr. Clinton nor the White Bouse had 
been told about the referral. 

On Monday, Mr. Clinton said he was made aware of the RTC criminal referral 
after the second meeting with Treasury officials Oct. 10. A senior 
administration official said the meeting was held to discuss how to handle press 
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inquiries about the criminal link to the Clintons in the probe. 

Treasury Secretary Lloyd Bentsen told a House subcommittee yesterday that 
the department's inspector general decided not to conduct a separate 
Whitewater-Madison investigation after conferring with Mr. Fiske. 

The existence of the Treasury- White House contacts - in September, October 
and February - prompted Mr. Clinton to force white House Counsel Bernard 
Nussbaum to resign Saturday. He will stay until April to provide a smooth 
transition with Mr. Cutler and the eventual successor to Mr. Cutler. 

Mr. Cutler, who agreed to stay for 130 days, will begin work immediately to 
set up long-desired work rules for the counsel's office. 

Mr. Cutler, a Carter administration trouble-shooter and counsel, represents 
the institutional Washington that Mr. Clinton rejected for his White House but 
has been forced to turn to during crises. 

Last spring, for example, as his communications operation was unraveling, 

Mr. Clinton turned to Reagan Communications Director David Gergen for help. 

Mr. Cutler, from the Washington law firm of Wilmer, Cutler and Pickering, 
said he does not want to stay longer than 130 days and plans to spend more time 
with his wife, Polly Kraft. 

C. Boyden Gray, a law partner of Mr. Cutler's and White House counsel 
under President Bush, said Mr. Cutler is "an excellent choice. . . .He's 
extremely good, and he helped train me." 

A senior administration official said the hiring of Mr. Cutler was the 
first indication that Mr. Clinton was shifting his legal team's leadership away 
from Mrs. Clinton and her former law partners at the Rose Law Firm in Little 
Rock, Ark. 

"Cutler can stand up to Hillary," said the official, who has worked with Mr. 
Cutler. 

The official said Mr. Cutler will bring political professionalism to the 
White House and add an air of independence from the group gathered by Mrs. 
Clinton, including Mr. Nussbaum, Associate Attorney General Webster L. 

Hubbell, White House Associate Counsel William Kennedy III and former white 
House Deputy Counsel Vincent W. Foster Jr. 

Republicans were puzzled by Mr. Clinton's decision to hire a short-term 
counsel, and they continued to press for hearings. 

Mr. Cutler said that if hearings are held, he will recommend that White 
House officials testify. 

After the news conference, Mr. Clinton and Mr. Cutler, joined by Mrs. 
Clinton, Vice President Al Gore and Mr. McLarty, went to the Bast Room to lift 
the spirits of 400 aides, the Associated Press said. 
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SLIPPING SUPPORT 

ABC News' "Nightline" asked 525 adults what they think of the Clintons and 
their dealings with the Whitewater real estate development. Margin of error is 
5 percentage points. Numbers may not equal 100 due to rounding. 

HOW DO YOU FEEL ABOUT PRESIDENT CLINTON'S HANDLING OF THE WHITEWATER 
AFFAIR?* 

Approve ■ 32% 

Disapprove > 42 

undecided >27 

HOW MUCH DO YOU KNOW ABOUT PRESIDENT CLINTON'S INVESTMENT IN AN ARKANSAS 
REAL ESTATE VENTURE CALLED WHITEWATER DEVELOPMENT CORP.? 

MONDAY 

Great deal /good amount - 21% 

Not very much/nothing >79 

JAN. 23 

Great deal /good amount - 15% 

Not very much/nothing > 83 

IS WHITEWATER A SERIOUS MATTER THAT REQUIRES A FULL-SCALE FEDERAL 
INVESTIGATION, OR MOT A SERIOUS MATTER THAT SHOULD BE DROPPED? 


MONDAY 

Serious matter >49% 

Not serious matter > 30 
Not serious, but investigate > 11 
undecided - 10 
JAN. 23 

Serious matter > 33% 

Not serious matter > 36 

Not serious, but investigate > 13 

undecided - 18 

REPUBLICANS CALLING FOR AN INVESTIGATION ARB . . . 
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MONDAY 

Standing up for what they think is right - 22% 

Trying to score political points - 58 
Both - 12 

No opinion/other = 8 
JAN. 23 

Standing up for what they think is right - 16% 

Trying to score political points » 58 
Both ■ 7 

No opinion/other » 13 

DID BILL CLINTON OR HILLARY RODHAM CLINTON DO ANYTHING ILLEGAL IN 
WHITEWATER? 

BILL 

MONDAY 

Yes > 36% 

NO - 44 

No opinion - 20 
JAN. 23 
Yes - 23% 

NO - 42 

NO opinion - 35 
HILLARY 
MONDAY 
Yes - 36% 

No - 42 

No opinion - 22 
JAN. 23 
Yes - 22% 
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No - 43 

No opinion - 35 

* Question was not asked in January 

GRAPHIC: Photo, Treasury Secretary Lloyd Bentsen tells a House Appropriations 
subcommittee yesterday that his agency is not probing Whitewater., By Ruth 
Fremson/The Washington Times ; Chart, SLIPPING SUPPORT, By The Washington Times 
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House Banking Committee Republicans yesterday listed 40 witnesses they want 
to question at a March 24 oversight hearing on the Whitewater-Madison affair, 
including top White House officials and key federal regulators. 

The list, offered by Republicans yesterday to committee Chairman Henry B. 
Gonzalez; Texas Democr at , include* a wide range of potential witnesses, 
outlining several areas of concerns by GOP panel members. 

The GOP lawmakers acknowledged, however, they were "doubtful that certain of 
the witnesses . . . will voluntarily appear before the committee.” The 
Republicans, composing the minority, do not have the power to subpoena the 
witnesses . 


"The committee will have ample opportunity to consider whether the issusnce 
of subpoenas would be appropriate," said Rep. Jim Leach, Iowa Republican and 
ranking GOP conaittee member, in a letter signed by all 20 Republican members of 
the committee. 


Mr. Gonzalez has said he does not intend to raise Whitawater-Madison 
concerns during the hearing - a semiannual oversight session of the Thrift 
Depositor Protection Oversight Board, which oversees the Resolution Trust Corp. 

- and will not allow Republicans to question administration officials subpoenaed 
by Whitewater-Madison special counsel Robert B. Fiske Jr. 

But President Clinton said yesterday he would not invoke executive privilege 
to keep administration officials from testifying before Congress. 

Mr. Fiske has argued against holding congressional hearings. He said 
granting immunity to witnesses in exchange for their testimony - as in 
Iran-Contra hearings for Marine Lt. Col. Oliver north - could result in 
premature public disclosures of "matters at the core of the criminal 
investigation. ” 

Mr. Leach said in a letter to Mr. Fiske that he saw "no reason" to grant 
immunity to witnesses. 
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"The Banking Committee not only haa the authority but the obligation to 
conduct investigatory hearings into Whitewater-Madison, * he said. "The key is 
to ensure your ongoing investigation is assisted, not undercut.” 

The witness list suggests Republicans want information about loans to 
then-Gov. Bill Clinton and if Whitewater Development Corp., an Arkansas real 
estate venture, illegally repaid those debts; whether other moneys were 
improperly routed to Mr. Clinton from other sources, including state bond fees; 
and whether ethics were violated during White House briefings on the 
Whitewater-Madison affair. 

The list also suggests GOP members will ask about ethics violations 
concerning Hillary Rodham Clinton's representation of Madison Guaranty Savings 
and Loan Association before state bank regulators, and whether documents at the 
Rose Law Firm, where she was a senior partner, were shredded. 

On the Republican wish list are James B. McDougal, who owned Madison, and 
his ex-wife, Susan, who were partners with the Clintons in the Whitewater 
project; White House Chief of Staff Thomas F. "Mack" McLarty; Paula J. Casey, 

U.S. attorney in Little Rock; and Justice Department prosecutor Donald B. 

Mackay, who took over the probe when Mrs. Casey recused herself. 

Others include: 

* David L. Hale, owner-of a Small Business’ Administration-approved lending 
agency in Little Rock, who said Mr. Clinton pressured him for an illegal 
$300,000 loan. Arkansas critics of Mr. Clinton say he is the key to 
"unraveling" Whitewater. 

* Lawyer James M. Lyons and accountant Leslie Patten, both of Denver, who 
wrote a 1992 report saying the Clintons lost $68,900 on the Whitewater venture. 

* Beverly Bassett Schaffer, former head of the Arkansas Securities 
Department, whose ruling on Madison in 1985 kept the S&L in business. 

* Dan R. Lasater, a convicted cocaine distributor and former Little Rock 
investment executive whose firm received more than $664 million in 
state-approved, tax-exempt bond sales contracts. 

* Don Denton, a Little Rock banker who helped arrange a $20,000 loan to Mr. 

McDougal and Mr. Clinton for the down payment on the Whitewater venture; He 
said the loan was repaid with money from a separate loan to Mr. McDougal . 

* Sheffield Nelson, a Little Rock lawyer who talked with Mr. McDougal in 
1992 about reported financial irregularities involving Mr. Clinton. He was the 
1990 Republican nominee for governor. 

Also on the list are several employees at the Rose Law Firm, including 
couriers. Some employees of the firm have said they shredded documents, 
beginning during the 1992 presidential campaign. 

The New York Times, in today's editions, quoted one Rose employee as saying 
that documents of Rose partner Vincent W. Foster Jr. had been shredded, 
despite earlier Rose denials that any of his records had been destroyed. 

LEXIS’- NEXIS’<» LEXIS'- NEXIS’W L£XIS-NEXIS’« 

Services of Mead Data Central. Inc. 


T4659 



2247 


The Washington Times, March 9, 1994 


Page 63 


Courier Jeremy Hedges, who testified before a federal grand jury in 
February, said in an interview he saw Mr. Foster's signature on documents he 
shredded at the law firm. The body of Mr. Foster, White House deputy counsel, 
was found in July in what police said was a suicide. 

The most obvious names on the GOP witness list are six Clinton 
administration aides, including White House Counsel Bernard W. Nussbaum, and 
four current and former Treasury Department officials involved in 
Whitewater -Madison briefings at the White House. 

Other White House officials are presidential adviser Bruce Lindsey; 
Communications Director Mark Gearan; Deputy Chief of Staff Harold Ickes; Lisa 
Caputo, Mrs. Clinton’s press secretary; and Margaret A. "Maggie" Williams, the 
first lady's chief of staff. 

Treasury officials are Deputy Secretary Roger C. Altman; Deputy Counsel 
Jean Hanson; Josh Steiner. Treasury Secretary Lloyd Bentsen's chief of staff; 
and Jack Devore, Mr. Sentsens former spokesman. 

Lloyd Cutler, named yesterday by Mr. Clinton to replace Mr. Nussbaum, 
said, "It would be my recommendation that everyone in the White House 
cooperate . " 

White House and Treasury officials already are scheduled to appear before a 
federal grand jury in Washington tomorrow on subpoenas issued by Mr. Fiske. 

They also seek information and documents on the White House briefings. 

The White House has said Mr. Nussbaum, who announced his resignation this 
week, attended at least three meetings with Resolution Trust Corp. and Treasury 
officials, beginning in late September of last year. 

There was no indication Mr. Leach planned to expand his witness list after 
White House acknowledgment yesterday of additional secret meetings between 
administration and regulatory officials. 

The witness list also includes the names of 10 federal regulators, including 
seven officials from the RTC, the federal agency that oversees failed SfcLs, and 
one each from the Federal Deposit Insurance Corp., the Small Business 
Administration and the Office of Thrift Supervision. 

The RTC, which has no prosecutorial power, forwarded nine criminal referrals 
to the Justice Department in 1992 regarding financial irregularities by Madison 
and Mr. McDougal . The agency is trying to determine why Madison, which showed 
evidence of insolvency as early as 1984, was allowed to remain in business until 
1989. 


Mr. Fiske' s inquiry is looking into the representation of Madison by Mrs. 

Clinton in 1985 before Arkansas banking regulators, who agreed to keep the SSL 
open after reviewing arguments from Mrs. Clinton and other Rose lawyers. At 
the time, Mr. Clinton, as governor, had dominion over the regulators. 

Mr. McDougal has said he paid Mrs. Clinton a $2, 000-a-month retainer for 
the legal help. 
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The FDIC also is investigating a possible conflict of interest involving the 
Rose firm's former managing partner, Webster L. Hubbell, in his 1989 
representation of the government in Madison-related lawsuit. He is now 
associate attorney general . 

**** PHOTOS /BOX 

INVESTIGATING WHITEWATER 

Republicans on the House Banking Committee released a list yesterday of 40 
witnesses in the Whitewater Development Corp. case they want to call before a 
panel hearing scheduled for March 24. They don't have power to force them to 
testify. 

1. James McDougal, former head of defunct Madison Guaranty Savings and 
Loan Assocation 

2. Susan McDougal, partner in Whitewater Development Corp. 

3. David Hale, president. Capital Management Services 

4. Sheffield Nelson, lawyer. Jack, Lyons and Jones 

5. April Bres law, Resolution Trust Corp. 

6. James Dudine, RTC 

7. Lee Ausen, supervisory investigator, RTC 

8. Richard Torio, field investigative officer, RTC 

9. Jean Lewis, investigator, RTC 

10. Mike Caron, senior investigator, RTC 

11. Donald B. Mackay, trial attorney. Justice Department 

12. Paula Casey, U.S. attorney. Little Rock, Ark. 

13. Leslie Patten, lawyer, Patten, McCarthy and Associates 

14. James Lyons, lawyer 

15. Stanley Tate, former Clinton nominee to head the RTC 

16. William Roelle, Federal Deposit Insurance Corp. 

17. Mack McLarty, White House chief of staff 

18. Bernard Nussbaum, former White House counsel 

19. Harold Ickes, deputy White House chief of staff 
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20. Margaret Williams, first lady's chief of staff 

21. Mark Gearan, White House communications director 

22. Bruce Lindsey, senior adviser to President Clinton 

23. Lisa Caputo, first lady's press secretary 

24. Jean Hanson, general counsel, Treasury Department 

25. Josh Steiner, chief of staff. Treasury Department 

26. Jack DeVore, former spokesman for Treasury Secretary Lloyd Bentsen 

27. Beverly Bassett-Schaf f er , lawyer, Wright, Lindsey and Jennings, 
Fayetteville, Ark. 

28. Don Lasater. head of failed investment firm, and longtime friend and 
campaign contributor to the president 

29. Greg Young, Little Rock 

30. Don Denton, Little Rock 

31. Lisa Aunapaugh*. Little Rock 

32. Erskine Bowles, adminstrator , Small Business Administration 

33. Charles E. James, Little Rock 

34. Sue Strayhorn, Little Rock 

35. Ellen Kulka, general counsel, RTC 

36. Jeremy Hedges, Rose Law Firm clerk, Little Rock 

37. Clayton Lindsey, Little Rock 

38. Ricki Stacy, Little Rock 

39. Roger Altman, deputy Treasury secretary 

40. Jonathan Fiechter, acting director, Office of Thrift Supervision 

GRAPHIC: Photos/Box, Photos Captions: A) Gearan; B) Capulo; C) I ekes; D) 
Altman; Box Caption) INVESTIGATING WHITEWATER, Photos) NO CREDIT; Box) By The 
Washington Times 
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LEVEL 1 - 1 OP 3 ITEMS 
The Associated Press 

The materials in the AP file were compiled by The Associated Press. These 
materials may not be republished without the express written consent of The 
Associated Press. 


February 23. 1994. Wednesday. PM cycle 
SECTION: Washington Dateline 
LENGTH: 667 words 

HEADLINE: Special Counsel Fiske Hires 6 Lawyers 
BYLINE: By MICHAEL J. SHXPFBN, Associated Press Writer 
DATELINE: WASHINGTON 
BODY 

Whitewater special counsel Robert Fiske filled out his staff today with six 
current or former prosecutors and designated some early tasks in his 
investigation of President and Mrs. Clinton's financial dealings. 

Four of Fiske 's staffers have high-profile successes in prosecuting financial 
fraud cases. He announced the hiring of eight lawyers in all. 

Fiske put Roderick C. Lankier, a partner for the last 10 years in the New 
York firm of Lankier, Siffert and wohl, in charge of investigating all events 
relating to the death of deputy White House counsel Vincent Poster. Lankier will 
work out of a Washington office leased by Fiske across the street from the 
Justice Department. 

A 1962 Columbia Law School graduate. Lankier spent 13 years as an assistant 
district attorney in Manhattan, including eight years investigating and 
prosecuting major murder cases. He later became chief of the trial division. 

Lankier has served as Special New York State Prosecutor investigating 
corruption in New York City and on the Mo lien Commission, which recently 
investigated police corruption there. 

Fiske named Russell "Rusty" Hardin Jr., a partner since 1991 in the Houston 
firm of Hardin, Beers, Hagstette k Davidson, as lead prosecutor in the trial of 
David Hale, a former judge who accused President Clinton of pressuring him to 
make a federally backed loan to a Clinton business associate. 

Hardin spent 15 years as an assistant district attorney for Harris County, 
Texas, which includes Houston, and has tried more than 100 jury cases, including 
14 death penalty cases. He was Texas State Prosecutor of the Year in 1989. Since 
joining private practice, he has been hired by two counties to remove a district 
attorney and a county attorney for improper conduct. 
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Flake aaid he himself would spend most of his time in offices leased in 
Little Rock. Ark., that he said would accommodate seven lawyers and 25 FBI 
agents and financial analysts who are working fulltime on a broad probe of 
Arkansas business relationships known as the Nhitewater investigation. 

Clinton and his wife, Hillary, were 50*50 investors with savings and loan 
owner James McDougal and his then-wife, Susan, in Whitewater Development Corp., 
a real estate venture. The probe also covers the collapse of McDougal a s 
Madison Guaranty Savings a Loan. 

In a release from Little Rock, that was distributed here, Fiske also said he 
has hired: 

-William S. Duffey Jr., a partner in the Atlanta law firm of King a Spaulding 
who worked on an internal investigation of the B.F. Hutton brokerage firm after 
it pleaded guilty to fraud based on its banking practices. 

-Denis J. Mclnemey, a deputy chief of the criminal division in the U.S. 
Attorney's office in Manhattan, who recently successfully prosecuted The Cooper 
Companies Inc. and its former co-chairman, Gary Singer, on charges of 
racketeering, money laundering and mail and wire fraud. 

-Julie R. O'Sullivan, an assistant U.S. attorney in Manhattan since 1991, 
where she was co-counsel in the successful prosecution of Roy William Harris. It 
was the first prosecution in the nation under the recently enacted Continuing 
Financial Crimes Enterprise Act. 

-Patrick J. Smith, an associate since 1990 at the New York firm of Davis Polk 
a Wardwell, where Fiske worked until his appointment. 

-Mark J. Stein, a deputy chief of the criminal division of the U.S. 

Attorney's office in Manhattan, where he has prosecuted complex financial 
crimes, including bank fraud and money laundering. 

-Carl J. Stich Jr., a partner in the Cincinnati firm of Dinsmore a Shohl, who 
has served as an assistant special prosecutor for Ohio in the investigation of 
the collapse of SaLs in that state and as a special assistant attorney general 
for Kentucky prosecuting violations of state campaign finance laws. 

Fisks said he planned to add one or two more lawyers within several weeks. He 
also has acquired a New York office to be used for meetings and other work by 
the lawyers from New York on his staff. 
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LEVEL 1 • J OF 1 ITEMS 
The Associated Press 

The materials in the AP file war* compiled by The Aaaociatad Prass . These 
materials may not be republished without the express written consent of The 
Associated Press. 


February 23, 1994, Wednesday, AM cycle 
SECTION: Domestic Mews 
LENGTH: 796 words 

HEADLINE: Special Counsel Fills Team with Prosecutors, Financial Fraud Experts 
BYLINE: By JOEL WILLIAMS, Associated Press Writer 
DATELINE: LITTLE ROCK, Ark. 

BODY 

Special counsel Robert Fiske named a legal team Wednesday heavy with 
seasoned prosecutors and financial fraud experts to investigate the Whitewater 
real estate venture involving President and Mrs. Clinton. 

Six of the eight lawyers selected by Fiske are current or former prosecutors, 
and four have had high-profile successes in financial fraud cases. 

Fiske wasted no time assigning new staff to early tasks in the wide- ranging 
probe of business deals involving the Clintons and other prominent Arkansans. 

Roderick C. Lankier, a former assistant district attorney in Manhattan who 
prosecuted major murder cases, will oversee Fiske' s office in Washington, 
including an investigation into "all the events relating to* White House counsel 
Vincent Foster's death, Fiske said. 

Foster was working on Whitewater matters for the Clintons when he died last 
summer. Police have said he committed suicide. 

And Russell "Rusty" Hardin Jr., a Houston lawyer and former Texas state 
prosecutor of the year, was named lead prosecutor in the trial of former judge 
David Hale, who has accused President Clinton of pressuring him to make a 
federally backed loan to a business associate. 

Fiske said he planned to add one or two more lawyers in several weeks . 

In Washington, meanwhile, Republ leans prepared for a long-awaited chance to 
question top administration officials about Whitewater at a Senate Banking 
Committee hearing Thursday. 

The hearing was designed to review the work of the Resolution Trust Corp., 
the nation's savings and loan cleanup agency. A key component of Whitewater is a 
failed Arkansas SAL operated by James McDougal, the Clintons' business partner 
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Pages 


in the real estate venture. 

Committee Chairman Donald w. Riegle Jr., D-Mich. , has said members could ask 
questions about any failed institution. 

And Sen. Alfonse D ' Amato of New York, the committee's ranking Republican, has 
made clear he intends to ask acting RTC chief Roger Altman and other witnesses 
questions about Whitewater. 

According to minority committee staff, OOP senators will demand to know: 

-What the RTC is doing to investigate possible civil wrongdoing in the 
failure of McDougal's Madison Guaranty SSL. 

-When the probe will be concluded and whether findings will be made public. 

-whether the White House has interfered. 

Democrats, hoping to curtail an embarrassing onslaught by the GOP, could 
launch a counterattack by noting the multibillion dollar SSL debacle arose under 
Republican administrations. 

House Banking Committee Chairman Henry B. Gonzalez announced Wednesday he'll 
hold a similar hearing in March. That would give Rep. Jim Leach of Iowa, the 
ranking Republican, his first chance to air findings from his own extensive GOP 
staff review of Whitewater. 

Fiske said he would spend most of his time in Little Rock, where offices he 
has rented will accommodate seven lawyers, six financial analysts and 19 FBI 
agents . 

Lankier will work on the Foster suicide from an office in Washington. A 
partner in the New York firm of Lankier, Siffert and Wohl, he has served as a 
special prosecutor investigating corruption in New York and on the Mo lien 
Commission, which recently investigated police corruption there. 

Four of the new staffers have worked with Fiske at Davis Polk & Wardwell in 
New York, where he was a partner until last month when Attorney General Janet 
Reno hired him to conduct an independent investigation into Whitewater. 

Among the other lawyers named Wednesday: 

- William S. Duffey Jr., a private lawyer in Atlanta who worked on an 
internal investigation of the B.F. Hutton brokerage firm after it pleaded guilty 
to fraud. 

- Denis J. McXnerney, a deputy chief of the criminal division in the U.S. 

Attorney's office in Manhattan, who recently successfully prosecuted The Cooper 
Cos. Inc. and its former co-chairman, Gary Singer, on charges of racketeering, 
money laundering and mail and wire fraud. He's a former Davis Polk k Wardwell 

associate . 

- Julie R. O'Sullivan, an assistant U.S. attorney in Manhattan who served as 
co-counsel in the first successful prosecution under the recently enacted 
Continuing Financial Crimea enterprise Act. She is a former Davis Polk k 
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War dwell associate . 

• Patrick J. Smith, an associate since 1990 at Davis Polk ft Wardwell. 

- Mark J. Stein, a deputy chief of the criminal division of the U.S. 
Attorney's office in Manhattan, where he has prosecuted complex financial 
crimes, including bank fraud and money laundering. He. too, is a former Davis 
Polk ft Wardwell associate. 

•Carl J. Stich Jr., a Cincinnati lawyer who has served as an assistant 
special prosecutor for Ohio in the investigation of collapsed SftLs and as a 
special assistant attorney general for Kentucky prosecuting violations of state 
campaign finance laws. 
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LEVEL i - 3 OP 3 ITEMS 

Copyright 1994 Nows World Communications, Inc. 
The Washington Times 

February 23, 1994, Wednesday, Pinal Edition 
SECTION: Part X; NATION; INSIDE POLITICS; Pg. A7 
LENGTH: 1587 words 

BYLINE: Alan McConagha; THE WASHINGTON TIMES 
BODY 


SUNUNU RBDUX 

Although he says only that he is doing "some consulting" these days, cash 
flow is no longer a problem for former White House Chief of Staff John Sununu, 
the Boston Globe reports. 

The Globe says the former New Hampshire governor is also thinner than he was 
when he resigned under fire from President Bush's staff in 1991 in a controversy 
over personal use of federal aircraft and limousines. 

"But he remains complex, " says the newspaper. "Abrasive and fast-talking on 
the public stage, he is funny and considerate to aides and friends in his inner 
circle . " 

Besides appearances on CNN ("show biz, not journalism," he says), Mr. 

Sununu has a consulting relationship with Westinghouse. Other reported clients 
include W.R. Grace 6 Co. and Bayberry Associates of Hampton, N.H. 

Of greatest interest, however, is Trinity Partners, the investment banking 
firm he launched with a friend last year. He has told friends that Trinity is 
designed to set up electrical systems in underdeveloped countries. 

Stephen Duprey, New Hampshire GOP chairman, told the Globe, "Sununu told me 
that he made more money last year than he made in his whole life." 

ICKBS TO RESCUE 

Deputy White House Chief of Staff Harold M. Ickes has been assigned the 
task of giving some previously absent direction to the Clinton administration's 
efforts to minimize losses in this fall's congressional elections. 

The New York Times reports that White House nervousness stems not just from 
the usual off-year opposition gains, but from OOP wins in all six major contests 
since Mr. Clinton's election. 

"The White House operation has been regularly faulted by Democrats in 
Congress and elsewhere as rudderless and ineffective. . . . Critics say the 
problem is not a lack of talent but a diffusion of authority, " the Times 
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reports . 

ARKANSAS RULE? 

The Nall Street Journal editorializes on the tolerance shown in the Federal 
Deposit Insurance Corp.'s determination that Associate Attorney General Webster 
Hubbell and Little Rock's Rose Law Firm did not violate conflict-of ‘interest 
rules when they worked both sides of the Madison Guaranty case in the 1980s. 

Since the FDIC now applies a new, relaxed rule on representation, the 
Journal says it hopes a $41 million settlement "coerced " from the Kaye, Scholer 
law firm, which represented Charles Keating's Lincoln S&L, will be returned to 
the lawyers from whom it was seised. 

"Otherwise,” said the Journal, "the lesson of the FDIC memo is that Arkansas 
forbearance applies only to firms that included the associate attorney general 
and the first lady. But the same old ferocious rules will apply to ordinary 
mortals . " 

NAILED 

There were cool exchanges in the first debate in Ohio between Dr. Bernadine 
Kealy, former director of the National Institutes of Health, Lt. Gov. Mike 
DeWine and state Sen. Gene Watts, who are competing for the GOP Senate 
nomination . 

The beat -remembered barb came as Mr. Watts elaborated on his teaching 
credentials, seeking to comer the education issue after suggesting that Dr. 

Healy is a one- issue candidate better qualified to be surgeon general. 

According to the Cleveland Plain Dealer, Dr. Healy snapped, "I was a full 
professor at age 35, Associate Professor Watts." 

FAIRCLOTH DROPS CLUB 

Sen. Lauch Faircloth, North Carolina Republican, and the National 
Conservative Club have, at least temporarily, separated, says the Raleigh News & 
Observer. 

He has dropped the club as his chief direct -mail fund-raiser. Jonathan 
Hill, Faircloth treasurer, said the senator was unhappy with the progress toward 
retiring his debit from his victory in 1992 over Terry Sanford. 

The club bas long been associated with Sen. Jesse Helms, North Carolina 
Republican, and its principal figures, carter Wrenn and Tom Ellis, persuaded Mr. 
Faircloth to switch parties and run for Senate. 

The organization recently changed its name from National Congressional Club. 

Mr. Helms denies it is his "political organization.” The club, however, kept 
its motto: "Founded in 1973 to support Senator Jesse Helms and the conservative 
cause . ” 

TODAY'S QUOTE 

First brother-in-law Hugh Rodham, as he prepares to seek the Democratic 
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nomination for an uphill run againat Sen. Connie Mack, Florida Republican: M As 
a public defender. I am used to losing. Losing doesn't scare me.” 

THE DEMOCRATS 1 AD 

"The White House appears to have a dual standard of truth. They want the 
high standards applied to the other side and then they don't expect any 
standards at all applied to their own rhetoric,” the Political Hotline reports 
Kathleen Hall Jamieson as observing. 

The dean of the Annenberg School of Communications at the university of 
Pennsylvania was speaking of the Democratic National Committee's "no crisis" ad, 
in which. Republicans contend. South Carolina Gov. Carroll Campbell's views 
were deliberately doctored. She said this commercial is the most "dishonest" in 
the health care ad wars. 

Columnists Jack Osmond end Jules witcover added at the end of last week: 

"If there were « prise for political stupidity, it would have to go . . . to 

the White House and Democratic National Coamittee for the television commercial 
that crudely distorted the views ... of Campbell. 

"It is just the kind of thing that most alienates American voters. And in 
this case, it may be the kind of thing that makes it more difficult for 
President Clinton to pass his health care reform program.” 

SICK? GET SOUP 

Ontario's socialised health system, according to the Wall Street Journal, 
has a new prescription for patients with a cold or flu: Don't call the doc; take 
chicken soup. 

Ontario residents get free medical coverage, and officials complain they go 
to the doctor too often, clogging the system and costing the Canadian province a 
bundle. The reeult: a campaign to reduce patient visits. 

"A cold lasts a week, and if you see a doctor it lasts seven days," says one 
government advertisement. The Journal reports that residents were mailed 
brochures extolling the health-giving benefits of chicken soup. 

Among the suggestions for a stuffed nose: "Egyptians favor mustard. Greeks 
use vinegar and pepper. Russians swear by horseradish. And South Asians drink 
a ginger and coriander tea." 

HEALTH CARE 

As President Clinton's health care plan faces its first big test in Congress 
early next month, his proposal that employers pay most worker's health premium 
appears to be in trouble. 

The Philadelphia Inquirer reports that moderate Democats on the House Energy 
and Commerce Coamittee say there is not a majority for Mr. Clinton's "employer 
mandate," criticised as harmful to small business. 

"I do not believe there is enough support to get the Clinton mandate,” says 
Rep. Jim Slattery, Kansas Deoiocrat. Rep. Ron Wyden, Oregon Democrat, adds, 
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"It la not clear that there le a majority for anything." 

Energy and Commerce is regarded as a bellwether for what Congress may pass 
because it reflects the political makeup of the House more accurately than some 
of the other panels with jurisdiction in the health issue. 

POLITICAL FACTOID 

Soon, one in three babies born in the united States will have an unwed 
mother, reports USA Today. This is an increase of about 60 percent in the last 
decade . 

PORK PARKINS 

Rep. Jim Ross Lightfoot, Iowa Republican, a big critic of the $1.6 million 
renovation of the vice president's residence, got some flak for getting Congress 
to build a $2.4 million parking garage in his district, says Scripps Howard News 
Service . 

Citizens Against Government Waste says Mr. Lightfoot arranged funding for a 
2 00 -space parking garage in Burlington, Iowa, even though there are only 18 
federal workers in the city. Lightfoot aides dismiss the criticism, saying the 
garage is an economic development project. 

ARMED - AND SAFE? 

Some Colorado legislators are supporting a bill that would make it legal to 
carry concealed weapons, USA Today reports. 

"People just flat want a legal method to protect themselves when they leave 
home,", says GOP state Sen. • MaryAnne Tebedo, sponsor of a bill that allow adults 
to carry guns. 

She and her allies have a tough fight. Polls show a majority of Coloradans 
opposwa Her plan. •¥• can't go back to the days of the old West," says Marlene 
Newland, an opponent. 

STATE OF CONSERVATISM 

The president of the Heritage Foundation, the think tank that was an 
important source of ideas for the Reagan administration, sayS conservatives have 
"an image problem" and must reconnect with the American people. 

"By instinct or choice, most Americans are conservative, but they don't 
identify with the conservative movement," Edwin Feulner said in his "State of 
Conservatism" message for 1994 . 

"While they don't identify with big government liberalism, and recognize its 
failures, many Americans are convinced that liberals care, and conservatives 
don't," he said. 

"We need to do a better job of focusing on the problems and concerns of 
ordinary Americans and letting them know we're on their side. 

"I'm not talking about becoming touchy-feely, but even the most outspoken 
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among ua - Pat Buchanan and Rush Limbaugh, for example - know they have to 
'connect' with the public. “ 

GRAPHIC: Chart, RATING THE PRESIDENT, By The Washington Times 
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LEVEL 1 - 1 OP 14 ITEMS 
The Associated Press 

The materials in the AP file were compiled by The Associated Press. These 
materials may not be republished without the express written consent of The 
Associated Press. 


March 29, 1994, Tuesday, AM cycle 


SECTION: Domestic News 
LENGTH: 572 words 

HEADLINE: Whitewater Figure Files For Congress 
BYLINE: By JOEL WILLIAMS, Associated Press Writer 
BODY 

LITTLE ROCK, Ark. - President Clinton's former Whitewater business partner, 
who for years has lived on Social Security disability payments, on Tuesday filed 
to run for Congress. 

James McDougal says he considers his campaign a rehabilitation from the 
stroke and manic depression that has left him unable to work since 1986. 

McDougal, 53, said the Whitewater investigation helped motivate him to run 
for the southern Arkansas district seat held by Republican Jay Dickey. 

"I've just decided it's time for me to come out again and give these 
Republicans a fight," McDougal said. The Whitewater controversy, he said, "has 
revitalized me. I had lost interest in everything." 

McDougal, walking with the aid of a cane, paid the $ 5,000 filing fee 
surrounded by reporters in the state Capitol rotunda, upstaging other candidates 
on the final day of filing for the state's May 24 primaries. He faces two 
opponents in the Democratic Party primary. 

He said he thought he had the strength to serve in Congress and to campaign 
daily. 

"If I get out there and fall down at the first stop, then they better not 
elect me," McDougal said. 

McDougal said he lives on about $ 1,000 a month, including a monthly Social 
Security disability check of $ 731, money he inherited from his late mother and 
income from the Whitewater project in which he invested with President and Mrs. 

Clinton. He started receiving the Social Security payments after a 1986 stroke 
and a bout with manic depression for which he takes the drugs Prozac and 
lithium. 

"I would see this, if I'm elected to Congress, as a rehabilitation under the 
Social Security Act, to let me go back to work in my field of work," McDougal 
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•aid. 

Be complained that reporters foeua tee much on Whitewater, but said the 
controversy gives hie nans recognition that wakes it possible to run without 
buying such advertising. 

McDougal and his forwer wife were 50-5© partners with tbs Clintons in tbs 
Whitewater Develo pm e n t Corp. , which is now under federal investigation. Special 
counsel Robert riske Jr. is examining the real estate venture and its 
relationship to the failed Madison Guaranty Savings fc Loan, which McDougal 
owned. Madison's failure cost taxpayers between $ 47 million and $ 60 million, 
according to regulators. 

McDougal ran once before for a congressional seat, losing a 1982 race in 
northwestern Arkansas. 

He met Clinton in 1968, when McDougal joined the staff of Sen. J. William 
Fulbright, D-Ark., and Clinton was a young campaign worker. 

He helped Clinton in his first ruh for statewide office in 1976, when Clinton 
was elected attorney general. He served about a year in Clinton's first term as 
governor, 1979-80, as an economic adviser on Clinton's staff. 

in Los Angeles, meanwhile, a bankruptcy trustee said he would send Piske a 
report alleging that McDougal improperly concealed from creditors his ownership 
in Whitewater whan he filed for bankruptcy in 1991. 

"He didn't disclose any connection with Whitewater when he had an obligation 
to do so, ■ said bankruptcy trustee Steven B. Smith. "Whenever information 
reaches me that a bankruptcy crime may have been committed, X have an Obligation 
to forward that material to the local U.S. attorney here in Los Angeles. X also 
forwarded it to Mr. Fiske." 

McDougal said Whitewater had a negative net worth at the time, and that in 
1991 be had signed over all of his receivables from the company to someone else. 

XJUK3QAGB: ENGLISH 

LOAD-DATB-MDC: March 29, 1994 


; LEXIS'- NEXE4S LEXIS'- NEXtSW L£X1S'-NEXIS'» 

Services of Mead Data Central. Inc. 


1468T 



2265 


Pa|e 4 
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The Associated Press 

The materials in the AP file were compiled by The Associated Press. These 
materials may not be republished without the express written consent of The 
Associated Press. 


March 29, 1994, Tuesday, PM cycle 


SECTION: Domestic News 


HEADLINE: Whitewater Figure Piles For Congress 
BYLINE: By JOEL WILLIAMS, Associated Press Writer 
DATELINE: LITTLE ROCK 
BODY 

Key Whitewater figure James B. McDougal, who helped President Clinton get 
started in politics and now lives mainly on Social Security disability checks, 
filed today as a Democratic candidate for Congress. 

McDougal, seeking the southern Arkansas district seat held by Republican Jay 
Dickey, said the Whitewater investigation helped motivate him to run for the 
office. 

"I've just decided it's time for me to come out again and give these 
Republicans a fight,” McDougal said. The Whitewater controversy, he said, "has 
revitalized me. I had lost interest in everything." 

McDougal, walking with the aid of a cane, paid the $ 5,000 filing fee 
surrounded by a sea of reporters in the state Capitol rotunda. He said he would 
not have to advertise much because he has high name recognition. 

McDougal, S3, suffered a stroke in 1986 and has been battling manic 
depression for several years. He said he takes Prozac and lithium for the manic 
depression. 

He and his former wife were 50-50 partners with President and Mrs. Clinton in 
the Whitewater Development Corp., which is now under federal investigation. 

Special counsel Robert Fiske Jr. is examining the real estate venture and its 
relationship to the failed Madison Guaranty Savings and Loan, which McDougal 
owned. Madison's failure cost taxpayers between $ 47 million and $ 60 million, 
according to regulators. 

McDougal said he lives on about $ 1,000 a month, including a monthly Social 
Security check of $ 731, money he inherited from his late mother and income from 
the Whitewater project. 

McDougal ran once before for a congressional seat. In 1982, he sought a seat 
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in northwestern Arkansas but lost in the Republican stronghold. 

McDougal, who lives in Arkadelphia, is the third to announce for the 
Democratic nomination to oppose Dickey, of Pine Bluff. The othere are state Sen. 
Jay Bradford of Pine Bluff and state Rep. John Parkerson of Hot Springs. 

McDougal met Clinton in 1968, when McDougal joined the staff of Sen. J. 
William Fulbright, D-Ark. , and Clinton was a young campaign worker. 

He helped Clinton in his first run for statewide office in 1976, when Clinton 
was elected attorney general. He served about a year in Clinton's first term as 
governor. 1979-80, as an economic adviser on Clinton's staff. 
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HEADLINE: Another Texas maverick; 

Gonzalez goes his own way on Whitewater 

BYLINE: NANCY MATHIS, Houston Chronicle Washington Bureau; Staff 

DATELINE: WASHINGTON 

BODY 

WASHINGTON — Henry B. Gonzalez, chairman of the House 
banking panel at the center of the debate on Whitewater hearings, 
inspires adjectives: unpredictable, maverick, eccentric, loner, 
gabby, temperamental, populist. 

The question now for the San Antonio Democrat is whether he 
can inspire the confidence from Democrats to handle any 
congressional hearings into President Clinton's failed real estate 
venture and its ties to a defunct savings and loan. 

This week, the New Republic magazine asks: " "How nuts is 
Henry Gonzalez? " It doesn't answer the question but portrays him 
as in control and dismissive of those who do not afford him proper 
respect . 


Gonzales, 73, who called a news conference Monday and was 
greeted by about 100 reporters, can still show he's crazy like a 
fox -- when he wants to be. 

In a one-hour, 38-minute display, Gonzales defended his 
decision to cancel hearings last week that would have focused on 
Madison Guaranty Savings and Loan, owned by James HcDougal, 

Clinton's formsr partner in the Whitewater venture. 

Gonzales, a 16-term veteran, contended his comaittee, which 
he has used to direct investigations into GOP misdeeds, was not a 
proper forum for a Madison investigation. 

""I am not saying, "No, never. 1 But up until now, nobody has 
produced any evidence that the Cl interns had anything to do with the 
management of the bank, ' ' Gonzales said. 

The oversight hearing on the Resolution Trust Corp. will be 
rescheduled ""at the proper time and proper circumstance," which 
presumably means when Republicans stop their insistence on using 
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the RTC hearings to look at Whitewater. 

Democrats have no problem with Gonzales chairing any hearing 
on Whitewater or Madison, said Rep. Barney Frank, D-Mass. , a 
banking committee member. ""If anything, Henry is too apolitical, * 

Frank said. 

Gonzalez provides a crotchety counterpoint to the committee • s 
senior Republican member, the soft-spoken, mild-mannered Jim Leach 
of Iowa. The Republican last week bemoaned the breakdown in comity 
on the committee following a flurry of letters between Leach, who 
had demanded hearings on Whitewater, and Gonzalez, who opposed them. 

Gonzalez called Leach ""obdurate and obstinate" and referred 
to the media as ""the jackals in the press" who were pursuing 
Whitewater. 

Told that House Speaker Thomas Foley had apologized to Leach 
for Gonzalez's comments, the Texan said no apology was necessary. 

""He's totally independent and totally honest, " said Kemper 
Diehl, a former San Antonio political columnist . " "He ' s strictly a 

lone wolf . " 

A few years ago, he punched a man in a San Antonio restaurant 
who called him a communist. He resigned as chairman of the 1977 
hearing into President Kennedy's, assassination, citing vague 
criminal conspiracies. 

In 1990, some Democrats on the banking committee mounted a 
campaign to unseat him but, aided by other chairmen concerned with 
the seniority system and the Texas delegation, Gonzalez prevailed. 

In 1991 he sponsored a resolution calling for the impeachment 
of George Bush for leading the war against Iraq. 

”"I think he's a brilliant eccentric, said one Democratic 
staff member from Texas who also noted the term maverick to 
describe an independent politician originated from Maury Maverick 
Sr . , a San Antonio congressman in the New Deal era . 

Maverick also coined the term ""gobbledygook. " His 
ancestor's refusal to brand his cattle gave rise to the term 
initially describing stray calves as mavericks. 

" "Henry B. Gonzalez is of the Maury Maverick school of 
politics, which is independence and don't mistake gobbledygook or 
political posturing for reality, ' ' the staff member said. 

His blank financial disclosure form used to contain a single 
notation: ""I am -- as always -- consecrated full time to the 
discharge of my duties as the elected representative of the 20th 
district . ' ' 

He has no wealth, drives an old car, lives in a small 
apartment and goes back to his family in San Antonio every weekend, 

LEXIS- NEXIS - » LEXIS’- NEXB'®» LEXIS’-NEXIS'» 

Services of Mead Data Central. Inc 


IHV 



2269 


The Houston Chronicle, March 29, 1994 


Pace! 


laundry in tow. 

Told that Polay baliavaa Rapublicana ara ant it lad to call 
thair own witneaaaa about Whitewater, Oonsalas diaagreed: ""Mr. 
Polay ia tha apaakar and I am tha chairman, and I am tha ona that 
rulaa on tha rulaa governing tha committaa . 

GRAPHIC: Mug: Henry B. Gonzalez 
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WASHINGTON - Contacts between federal regulators and the White House such as 
those causing controversy in the Whitewater affair occurred under Republican 
administrations, the House Banking Committee chairman said Monday. 

Rep. Henry B. Gonzalez, D-San Antonio, said at a news conference that he 
knew that Albert V. Casey and William Seidman "met with, reported” to white 
House officials when they were running federal agencies that regulate financial 
institutions. 

Mr. Casey headed Resolution Trust Corp., the agency created to clean up 
failed savings and loans, until last spring. Mr. Seidman was chairman of the 
Federal Deposit Insurance Corp., which insures deposits at federally chartered 
banks. 


Mr. Casey denied Mr. Gonzalez's assertion. 

" I never had a single conversation or meeting with a m emb er of the executive 
branch about RTC business," he said. "I talked to the White House about the 
funding but we never had a single conversation about the operation or about a 
single subject under investigation by the RTC." 

Whitewater special counsel Robert Piske Jr. is examining whether RTC and 
Treasury officials acted improperly in discussing with White House officials an 
RTC invest igation of Madison Guaranty Savings and Loan of Arkansas, which 
failed in 1989. 

The owner of Madison was a partner with President Clinton and first lady 
Hillary Rodham Clinton in Whitewater Development Corp., a resort venture in 
Arkansas. 

Mr. Gonzalez said the contacts among Clinton administration officials "may 
not be the same. But there was no question that all through the period of time 
- I know many an occasion Mr. Casey . . 

. met with, reported” to other administration officials. 
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"I know that . . . Nr. Seidman had bitter quarrels with other of his 
colleagues on the White House level," he continued. "So I know that they were 
reporting, Hey, look, this is what we've done.' " 

Republicans demanded that Deputy Treasury Secretary Roger Altman resign after 
he acknowledged last month that, as acting head of the RTC, he had briefed top 
White House aides on how the agency might proceed with its investigation of 
Madison. 

Mr. Fiske is investigating whether Mr. Clinton benefited politically or 
personally from Madison. The president has said he had no knowledge of 
Madison's funds being used for his benefit. 

Rep. Jim Leach of Iowa, senior Republican on the Banking Committee, released 
internal RTC memos last week showing that the agency's lead investigator in the 
case feared that officials in Washington were trying to "control" the probe. 

Mr. Leach released the documents after Mr. Gonzalez canceled a scheduled RTC 
oversight hearing, saying he would not permit Republicans to use his committee 
for a partisan "witch hunt.” 

Mr. Gonzales on Monday repeated his view that hearings before his committee 
were not the forum for such an investigation. He has called instead for special 
Whitewater hearings. 

In other Whitewater-related developments Monday: 

* The white House signaled strong support for presidential aide George 
Stephanopoulos . Weekend news reports revealed that he had called Treasury 
officials last month to complain about the RTC's hiring of a former Republican 
prosecutor for the Whitewater investigation. 

"He's in good shape,” Mr. Clinton said, giving a thumbs-up sign during a jog 
in Coronado, Calif. 

* A new Washington Post -ABC Hews Poll showed that support for Mr. Clinton 
surged after his prime-time news conference last week on Whitewater. 

The survey found that 55 percent of respondents said they do not think that 
Mr. Clinton did anything illegal, up from 44 percent earlier in the month. 

The weekend poll had a margin of error of plus or minus 3 percentage points, 
meaning that any response can vary by that much in either direction. 

* A group of Democratic women bought a full -page advertisement in Tuesday's 
New York Times to defend Mrs. Clinton against criticism over her role in 
Whitewater. The $ 50,000 ad was paid for with individual donations. 

The Times reported that the ad is the first step in a campaign that the women 
plan in defense of Mrs. Clinton. The effort is being led by Lynn Cutler and Ann 
P. Lewis, two consultants in Washington. 

Organizers are not allowing elected officials or members of the Clinton 
administration to participate, the newspaper said, in order to keep the effort 
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independent. 

The Associated Press contributed to this report. 

GRAPHIC: PHOTO (8) : 1. Henry B. Gonsales. 2. Albert V. Casey 
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DATELINE: WASHINGTON, March 28 
BODY 

A group of Democratic women, tied by politico to the White Rouae but 
purpoaefully steering clear of direct Administration influence, has begun a 
campaign to defend Hillary Rodham Clinton against attacks arising from her 
participation in the Whitewater land deal. 

Dozens of women, some of whom have expressed f mis tret ion among themselves 
about Mrs. Clinton's choice not to speak out vigorously on her own behalf, have 
been meeting for a month here to plot ways to strike back at what they consider 
unfair press coverage and partisan assault. 

At meetings among Democratf around the country, they have been distributing 
lapel stickers that read, "Don't pillory Hillary." In the weeks ahead, they plan 
to begin writing letters to newspaper editorial pages, telephoning radio talk 
programs and appearing on television to assert that Mrs. Clinton has come under 
attack because she is an untraditional Pirst Lady who wields unusual power. 

As its first step into the arena of national opinion, the informal group has 
bought a full -page advertisement in the Tuesday issue of The New York Times that 
likens Mrs. Clinton to Eleanor Roosevelt and disputes several accusations 
central to the Whitewater inquiry. The advertisement was paid for with $50,000 
in donations from individuals around the country. At least 40 people gave 
donations of $1,000 or more, organisers said, adding that no donations cam from 
political action committees or corporations. It was unclear whether any of the 
donations were much larger than $1,000. 

Leaders of Campaign 

The defense of Mrs. Clinton has been coordinated by Lynn Cutler and Ann F. 
Lewis, two consultants in Washington with long ties to the Democratic Party. The 
group has grown to include Clinton supporters like Susan Thomases, a New York 
lawyer and Clinton campaign expert on damage control; Joanne Woodward, the 
actress; Letty Cottin Pogrebin, the writer, and a few men, including Tony 
Randall, the actor, and Michael D. Barnes and Tony Coelho, both former members 
of Congress. 

Specifically not included on the list are current elected officials and 
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ambers of the Administration. Organisers have taken pains to keep the defense 
effort officially independent of the White House image -Making operation. 

Organisers concede there have been "after hours" conversations about the 
natter with White House officials. "Running a full -page ad is not exactly a 
secret strategy," Ms. Lewis said. 

But she, Ms. Cutler and Clinton advisers who said they knew nothing of the 
campaign played down such influence, saying their "participation would only taint 
an otherwise spontaneous effort. A White House aide said Mrs. Clinton was 
unaware of the campaign being conducted in her behalf. 

Ms. Cutler said that Mrs. Clinton's defenders had been almost entirely absent 
in responding to what she and others term "Hillary bashing," particularly in the 
lively world of television and radio call-in programs. 

"These people have right-wing scripts in their hands when they call," she 
said of those criticizing Mrs. Clinton. "They're all over this thing like hot 
butter on toast." 

The effort to rescue Mrs. Clinton from the Whitewater whirlpool began as many 
Washington efforts do -- at a political cocktail party, participants said. It 
continued around a conference table at the Kamber Group, a downtown consulting 
firm, and flourished in the chatter of daily conversation at various political 
meetings. 

Sacha Millstone, a stockbroker who does not know Mrs. Clinton personally, 
said she felt it was past time that Mrs. Clinton's admirers spoke up in her 
behalf. "More criticism has been heaped on them than is deserved," Ms. Millstone 
said. "Some criticism is deserved, but not at the noise level that has been 
reached." 

Questions on Commodities Deal 

"It upsets me to no end that a relatively insignificant thing that happened 
in 197S that was poorly handled in 1992 and 1993 has oome to dominate the 
discussion every weekend,” she said, referring to weekend talk program. 

But some supporters also worry that Mrs. Clinton has done too little to 
promote her own cause. She has offered terse, alisost offhand, responses to 
reporters' questions while she has traveled the country on behalf of the 
Administration's proposals to overhaul the health care system: 

The White House said tonight that it was considering releasing more 
information about a commodities investment that netted Mrs. Clinton about 
$100,000 in 197S-79. The deal was made with the help and advice of a Clinton 
confidant, James B. Blair, the top lawyer for Tysons Poods Inc., one of the most 
powerful and heavily regulated companies in Arkansas. 

Dee Dee Myers, the spokeswoman, did not say what information the White House 
had in mind. Mrs. Clinton has avoided offering any lengthy formal responses to 
accounts of that arrangement or the Whitewater land deal. That has been left to 
her husband, who has praised her integrity, defended her investments and, at 
last week's news conference, asserted that reporters could get answers to their 
questions by singly calling Mrs. Clinton and asking her. 
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Question Goes unanswered 

That proved less than so the next day, when NBC News reported that Mrs. 
Clinton cut off questioning from an NBC Newschannel reporter when she was asked 
about Whitewater instead of health care. White House officials say Mrs. Clinton 
did not answer the Whitewater question because of a satellite transmission 
problem and had responded to other questions about it earlier that day. 

But the women who are trying to patch up the damage done to Mrs. Clinton's 
reputation, as recorded in sliding opinion polls, are also waiting for the White 
House to act more aggressively in defending Mrs. Clinton. They have debated 
among themselves whether Mrs. Clinton should hold a full dress news conference 
or appear in an appropriate television forum to tell her side of the story. 

Ultimately, however, they have decided that is a decision for Mrs. Clinton 
and her advisers to make. An aide said Mrs. Clinton had no immediate plans to 
change her approach. 

Ms. Cutler said it was Mrs. Clinton's supporters, not her detractors, who 
most needed to hear her offer a vigorous rebuttal to her critics. "They don't 
believe she did anything wrong for a minute,” she said. "But they kind of want 
to hear from* her . " 

Defense in Advertisement 

In the advertisement in The Times, supporters dismiss the most serious 
questions raised about Mrs. Clinton's role. They say she did not represent 
Madison Guaranty, an Arkansas savings and loan at the center of the inquiry, 
before state regulators while her husband was Governor. (Mrs. Clinton's name was 
signed to a letter from her law. firm regarding the Madison case that was sent to 
regulators) . 

And they assert the Clintons' investment in the Whitewater land deal was 
never financed by a savings and loan. (Robert B. Fiske Jr., the special counsel, 
is investigating whether James B. McDougal, an owner of Madison, used funds from 
the failing institution to support the Whitewater venture.) 

But organizers- of the defense effort say they worry most that the 
Whitewater- related attacks have more to do with Mrs. Clinton's stature as an 
independent career woman with power than with her actions regarding Whitewater. 
"There was resentment and anger there that was repressed for a while that is 
finding its excuse around Whitewater," Ms. Lewis said. 

GRAPHIC: Photo: Lynn Cutler, left, and Ann F. Lewis, two consultants in 
Washington, who are leading a campaign to defend Hillary Rodham Clinton against 
attacks arising from her role in the Whitewater affair. (Kirsten Bremmer for The 
New York Times) 
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HEADLINE: Land may someday belong to taxpayers 

BYLINE: Dennis Cauchon 

BODY 

U.8. taxpayers may soon own the famous real estate venture called 
Whitewater. 

Bankruptcy trustee Steven Smith has renewed an effort to collect money from 
James McDougal, who filed for bankruptcy in September 1991. 

McDougal was President Clinton's partner in the 230-acre Whitewater vacation 
development, located on the white River in north Arkansas. 

He didn't list Whitewater as an asset in his bankruptcy. 

Smith says he will send a criminal referral this week to Whitewater special 
counsel Robert Piske asking him to investigate McDougal for illegal concealment 
of an asset and making false statements. Smith also will send the referral to 
the U.S . attorney in Los Angelas, where McDougal originally filed for 
bankruptcy. 

Smith will continue his effort to recover assets for McDougal 's IS creditors. 

McDougal 1 m biggest debts s 

-- $ 612,560 in principal and interest to the Resolution Trust Corp., the 
government savings and loan bailout agency. McDougal did not repay a loan made 
to him by Madison Guaranty Savings 4 Loan, which he owned. The RTC took over 
the SfcL in 1989. Loss to taxpayers: $ 47 million. 

-- $ 19S, 000 to the Internal Revenue Service for failure to pay federal 
income tax. 

-- $ 16,636 for failure to pay state incosm tax. 

McDougal also reported that he owed an unknown amount to Capital Management 
Services, owned by former Little Rock judge David Hale. 

Hale pleaded guilty last week to using Capital Management Services to defraud 
the Small Business Administration. The General Accounting Office found Hale's 
company cost taxpayers $ 3.4 million. Hale is now cooperating with Piske. 

It's not clear how much money is left in Whitewater Developm en t Co. Inc. for 
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creditors . 

The company's income comes from loans made to buyers of Whitewater lots. 

Public land records show the company still owns one lot on the 230-acre 
property. 

McDougal says he is broke and lives on Social Security. Smith says he has 
found no other assets owned by McDougal. 

Meanwhile, in Washington, Rep. Henry Gonzalez, D-Texas, who last week 
canceled scheduled RTC hearings, said he would not hold hearings "until we're 
not threatened with disruption, ” by Republicans who have threatened to turn them 
into a forum on the Whitewater controversy. 

Rep. Jim Leach, R-Xowa, countered that he was requesting "that freedom of 
speech not be curtailed." 

GRAPHIC: PHOTO, b/w, Tom Roster 
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James McDougal, the Clintons' partner in the Whitewater real estate 
development, dismisses charges he funneled funds from his now- failed Madison 
Guaranty Savings a Loan into the project. 

In an interview earlier this week, McDougal said of charges by Rep. Jim 
Leach, R-Iowa, that $ 70,000 from Madison Guaranty was siphoned into 
Whitewater: "I don't know what he's talking about." 

McDougal repeated his threat to file a criminal libel suit against Leach. 

And he says recent developments have borne out his contention that the 
primary concern at the White House has been to hide potential embarrassment to 
Hillary Rodham Clinton, such as her recently disclosed profits on the 
commodities market in 1978-79. 

"I've said from the start that this whole thing is about Hillary getting 
embarrassed, ” McDougal said, noting that the commodities profits were perfectly 
legal but go against the first lady's image. 

The Clintons' recently released taxes showed $ 99,537 in additional income 
from speculation in cattle futures. 

"If I could send Hillary to reform school, I'd do it. . . . She's made the 
(president) suffer and she's made the people of Arkansas suffer." 

McDougal, acquitted of fraud charges in 1990 but still under investigation 
for the 1989 failure of Madison at a cost of $ 47 million to taxpayers, also 
said: 


--He believes President Clinton's contention last week that his Whitewater 
losses were overstated because he'd forgotten about a $ 20,000 loan he made to 
his mother, which had been counted in Whitewater interest payments. 

"I think that's the truth. It didn't mean anything to him. Everything he said 
squared with what I've been saying." 
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He's postponed until next week a promised news conference to lay out his side 
of Whitewater, saying he wants time to review records maintained by the 
Clintons. 

McDougal said his lawyer, Sam Heuer, was told by deputy White House counsel 
William Kennedy that copies of those records are in the mail. 

The records include copies of delinquent Whitewater tax returns and records, 
including the general ledger. 

Vincent Foster, a deputy White House counsel, had those records in his office 
at the time of his suicide July 20, 1993. He was working to complete overdue tax 
returns for Whitewater, which were due 90 days after the Clintons sold their 
share in the development to McDougal for $ 1,000 in December 1992. 

--He believes any case being prepared against him by Whitewater special 
prosecutor Robert Fiske "is nothing. They don't have a case against me, and if 
they try, I will take the judicial system to the absolute outer limits." 

Formerly a high roller, McDougal says he is bankrupt and living on a monthly 
Social Security. 

"The worst thing they could do to me is, if they found me guilty of a crime, 
they could move me 40 miles down the road from where I've got a house trailer." 

-- He will "flush out" former Little Rock municipal court judge David Hale, 
who has worked out a plea agreement with Fiske in exchange for his testimony 
about Whitewater- related matters. 

"They're going to let that tilthy scumbag sit there and tell his story 
against the president of the United States? That is one thing in life that I'll 
do for Bill (Clinton). I will flush (Hale) out.” 

Hale says Clinton and McDougal pressured him to make a $ 300,000 loan to 
Susan McDougal in 1986 . 

GRAPHIC: PHOTO, b/w, AP 
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James McDougal, the Clintons' partner in the Whitewater land deal, will be 
accused in a criminal referral of concealing from creditors his ownership in the 
development company. 

Bankruptcy trustee Steven Smith said he'll send the criminal referral - a 
report alleging wrongdoing - to Whitewater special counsel Robert Fiske this 
week. 

A criminal referral starts a formal investigation and could lead to criminal 
charges . 

President Clinton is not involved in McDougal 's bankruptcy case and will not 
be named in the referral. 

McDougal filed for bankruptcy in Los Angeles in 1991. His biggest creditor: 
U.S. taxpayers, owed about $ 800,000. 

He told the bankruptcy court his assets were $ 300 in clothes and personal 

possessions . 


Smith re-opened the case in February after learning McDougal was part owner 
of the Whitewater company. 

McDougal ' s lawyer, Sam Heuer, did not return calls. McDougal was not 
available for comment Monday. 

Smith will outline three allegations in the report to Piske: 

-- Concealing assets, for putting "none" on the bankruptcy form list of 
personal property. 

-- False statement, for stating on the form that he had not been involved in 
any business or partnership from 1985-91. 

-- False statement, for testifying under oath on Oct. 25, 1991 that he was 
not a partner or shareholder in any business. 

"I was entitled to know about the Whitewater asset,” said Smith, a lawyer 
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appointed by the bankruptcy court to collect eaaeta for creditors. 

McDougal, his ex-wife Susan, and Bill and Hillary Bodham Clinton were equal 
partners in the Whitewater land deal frosi 1978-92. 

McDougal bought the Clintons' 50% share in December 1992 for $ 1,000. He now 
owns 75%; Susan McDougal, 25%. 

Whitewater Development Co. had a net worth of $ 42,190 in 1991, its tax 
return says. 
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The Whitewater controversy has set off a quiet civil war inside the Clinton 
government, deepening factional rivalries and creating opportunities for shifts 
in the internal balances of power. For President Clinton, getting Whitewater 
under control will now have to include pacifying his own administration . 

The good news for Clinton is that his effective performance at last week's 
news conference reassured many of his own appointees -- hot to mention Democrats 
in Congress -- and qent his poll ratings back up. But it is characteristic of 
the problems Clinton faces that everyone is blaming everyone else for the 
foul-ups that delayed his public embrace of openness. 

Factionalism, of course, affects every administration, and Clinton's was 
bound to have more of it than dost. Because Clinton believes, correctly, that a 
successful Democratic presidency will necessarily mix policies from the center 
and the left, he is always in a position to disappoint some group whose support 
he ultimately needs. Many of the moderate and conservative Democrats who loved 
him for what he did to pass the North American Free Trade Agreement: can't stand 
his health care plen; the strongest backers of far-reaching health care reform 
are liberals who, in most cases, opposed NAFTA. 

The administration has also been divided by sometimes fierce fights over the 
budget between those who saw deficit reduction as the highest priority, and 
others who feared that too heavy an emphasis on deficit reduction would leave 
Clinton with no money to spend on innovations in domestic policy. Clinton's 
characteristic decision to split the difference was a sensible course --he 
needed to do something about the deficit, and he needed a domestic program, too. 

But it leaves room for continual battling at the margins and has forced some 
domestic initiatives -- especially welfare reform and job training --to live 
within uncomfortable strait jackets. 

Having the broad spectrum of Democratic opinion represented in his government 
ia, in the end, a healthy thing for Clinton. But the sour mood created by 
Whitewater has given the factionalism a bitter, personal edge, highlighting 
divisions that have little to do with ideology. 

There are, for example, resentments in the Cabinet agencies at the power of 
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the White House inner circle that can now play out as criticism of the White 
House's handling of Whitewater. Cabinet discontent is not new, but even 
Clinton's savvy Cabinet officials have not asked for advice when they might have 
helped him out of his jam. And on some issues -- particularly health care -- the 
Clinton operation has been unusually centralized. Those who were left out when 
the Clinton health plan was written are not unhappy over the large role Congress 
is assuming in rewriting it. Members of Congress often voice out loud objections 
the internal critics tried unsuccessfully to raise last year. 

Clinton's circle of outside political consultants has also come under attack. 

When Clinton critics say "they still think they're running a campaign over 
there," that's usually a coded way of lobbing a grenade at James Carville, Mandy 
Grunwald or Paul Begala, the 1992 campaign veterans who are criticized for 
prefering quick -response attacks to explanation and reassurance. Defenders of 
the political advisers say the real problem in the White House has been the 
excessive role of "the lawyers," who are accused of resisting Whitewater 
disclosure long after anyone with political sense understood the importance of 
answering questions. The Whitewater controversy has also been a nightmare for 
David Gergen, who is seen by some Clintonites as insufficiently liberal or 
insufficiently loyal, and by his supporters as the chief purveyor of a strategy 
of openness. 

The cost of White House divisions was probably felt most keenly by George 
Stephanopoulos, the senior Clinton adviser who, The Post reported last weekend, 
blew up at the decision of the Resolution Trust Corp. to hire Jay Stephens to 
handle cases involving Madison Guaranty. That's the savings and loan whose 
owner was the Clintons' partner in Whitewater. Stephanopoulos emerged as the 
heavy who wanted to know if Stephens, a partisan Republicans and vocal Clinton 
foe, could be dumped. Deputy Treasury Secretary Roger Altman emerged in the 
press accounts as the reasonable voice who stopped anyone from sacking Stephens. 

Stephanopoulos came out of the weekend whole because he's well-liked, because 
even Republicans understood his ire, and because nothing happened to Stephens. 

But the episode showed how damaging the internal maneuvering and 
responsibility-passing over Whitewater can be. Stephanopoulos ' friends are mad 
about the leaks against him. Altman feels aggrieved because of what he saw as 
undue pressure from the White House to hang on to his job as acting head of the 
RTC even after he thought it appropriate to recuse himself. 

Por all the problems Clinton faces, last week bought him time. By answering 
questions quietly and without rancor toward the press or the Republicans, he 
undermined the perception that he was trying to hide something. Rep. Jim Leach, 
the Republican whose reputation for bipartisanship has given his charges against 
Clinton added credibility, is increasingly being treated as a partisan in the 
Whitewater matter. This means his accusations will now be examined more 
critically. And the press itself is raising questions about the tone of its 
Whitewater coverage. 

But Clinton needs to use the opening to bring order out of the chaos 
Whitewater has left in its wake. At least some of the president's friends are 
telling him it's his responsibility to fix the free-form structure that he has 
encouraged in his White House. Blurry lines of authority have aggravated the 
tensions among those who work for Clinton without making it easier for them to 
challenge him when he should be. It's hard enough to deal with Whitewater, 
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■anagt an unruly political coalition and axplain that oonplex nix of idaaa that 
ia Clintonian. Khan your frianda and appointaaa a tart turning on aach other, 
thoaa taaka bacona truly iapoaaibla. 
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Poll Finds Surge in Support Following Televised News Conference on Whitewater 
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BYLINE: Richard Morin, Dan Balz, Washington Post Staff Writers 
BODY 

Public support for President Clinton has surged in the wake of his prime-time 
news conference last week on the Whitewater affair, according to a new 
Washington Post -ABC News Poll. 

The news conference performance appeared to restore Clinton's standing, after 
signs that Whitewater had begun to sharply erode his popularity, and most 
respondents said they believe Whitewater has diverted the government from more 
important national concerns. 

The survey, which was conducted over the weekend, found that more than half 
of those interviewed now approve of the way Clinton is handling the Whitewater 
matter. Three weeks ago only one- third expressed a similar view. 

More than half -- 55 percent -- now say they do not think Clinton did 
anything illegal, up from 44 percent earlier in the month. And a larger majority 
said the president is "mostly telling the truth" about his involvement in the 
failed Arkansas land development company. 

But the new survey found that two out of three respondents acknowledged they 
understand little or nothing about the Whitewater affair, suggesting that 
attitudes on Whitewater could change again if additional details become known 
about the Clintons' involvement. 

Clinton's ratings began to skid immediately after 10 White House and Treasury 
Department officials were subpoenaed by special counsel Robert B. Fiske Jr. to 
appear before a federal grand jury to explain what happened at three meetings 
where the Whitewater matter was discussed. 

With Congress voting to hold public hearings at an unspecified time and with 
Clinton and First Lady Hillary Rodham Clinton under pressure to disclose more 
details about their involvement in the matter, the White House decision to 
schedule last Thursday's news conference appears to have paid the dividends 
Clinton's advisers had hoped for. 

A week ago, a Post-ABC poll registered a sharp decline in Clinton's approval 
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rating, to 47 pareant. But aftar tha news conference, hit approval rating juapad 
to 57 pareant -- about tha laval it was before tha Whitewater issue began to 
heat up. 

Tha findings suggest that Clinton's answers on Thursday night, along with his 
decision to release his tax returns Cron 1977 to 1979, helped reassure many 
Americans that ha is dealing forthrightly with the issue. 

The survey of 1,029 randomly selected adult Americans was conducted Priday 
through Sunday. The margin of sampling error is plus or minus 3 percentage 
points . 

The sharpest boost came in support for Clinton's handling of Whitewater. The 
current survey found that 54 percent now approve of the way Clinton is dealing 
with it, up from 32 percent in a Post-ABC Mews poll in early March. 

Those gains have come principally from people who were undecided about 
Clinton's role in the land development company and its links to the failed 
Madison Guaranty Savings a Loan, which was owned by the Clintons' Whitewater 
business partner. 

The current survey reflects a sharp drop, from 26 percent in early March to 8 
percent today, in the percentage of people who have no opinion on the question 
of how Clinton has handled the matter. The percentage of those who disapprove, 
however, has declined only marginally, from 42 percent to 38 percent. 

The Post-ABC News poll found that 55 percent of the people said they now 
believe that Clinton broke no laws in connection with Whitewater, while 34 
percent disagreed. In early March, 44 percent of those interviewed believed 
Clinton has not broken the law. And when asked in early March if Clinton did 
anything wrong, less than half '-- 45 percent -- said he had. 

Six out of 10 also said Clinton is mainly telling the truth about Whitewater. 

But 44 percent still believe that Clinton is "holding back something important 
about Whitewater . " 

The latest Post -ABC survey indicates that moat Amsr leans remain ambivalent 
about Whitewater, uncertain about its importance and deeply worried that the 
affair may be keeping the White House and Capitol Hill from addressing more 
important matters. 

A 56 percent majority said they did not yet consider Whitewater to be an 
important issue; overwhelming majorities said they currently considered the 
matter less important than either Watergate or the Iran-contra scandal. 

Many Americans also question the current relevance of Clinton's Whitewater 
dealings, some of which occurred while he was governor of Arkansas more than 15 
years ago. About half -- 53 percent -- agreed that Whitewater "doesn't have much 
to do with Clinton's presidency," while 43 percent said it "probably reflects 
the way he's handling the presidency today.” 

Those interviewed also were split on whether the Whitewater matter should be 
the subject of a major investigation. Half of those interviewed -- 54 percent -- 
said it did not yet require a "full-scale federal investigation,” while 43 
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percent Mid it did. And those interviewed were equally divided over whether 
Congress should hold hMrings on the Whitewater matter. 

In some ways, those interviewed seemed more concerned about the impact that 
Whitewater is having on government operations than on the allegations of 
wrongdoing directed at the president or hie wife. 

Seven out of 10 persons interviewed -- 69 percent -- said they thought 
Whitewater "is preventing the federal government from doing important work." And 
more than half of those suspect the furor has caused a disruption in Washington 
work life. 

Seven out of 10 -- 71 percent -- said the news media are paying too much 
attention to Whitewater. By 52 percent to 44 percent, the public believes 
Clinton is being treated fairly by the media. 


GRAPHIC: PHOTO, POST-ABC NKWS POLL RESULTS INDICATE THAT 51 PERCENT OP THE 
RESPONDENTS BELIEVE HILLARY CLINTON, SEEN HERB ON THE FIRST POLL DAY OP THE 
FAMILY'S VACATION IN CORONADO, CALIF., DID NOT DO ANYTHING ILLEGAL IN THE 
WHITEWATER MATTER. REUTER; ILLUSTRATION, TWP 
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ANOTHER DIARY 

Joshua Stainer, the Treasury official who discussed the RTC's hiring of Jay 
Stephens, former U.S. attorney for the District, with Clinton aide George 
Stephanopoulos , will go before a grand jury today that already has his diary. 

Mr. Stephanopoulos said he phoned Mr. Steiner last week to let off steam 
about hiring Mr. Stephens, an opponent of the administration, to deal with 
civil suits in the Madison Guaranty case. 

Although Mr. Stephanopoulos added that he was not seeking the removal of 
Mr. Stephens from the case, the Wall Street Journal quoted officials as saying 
the diary may indicate he asked if Mr. Stephens could be removed. 

Time magazine quotes an unearned senior administration official as saying: 

"The dumb SOB kept a diary. A thorough, compulsive diary. Fiske's got it, and 
God knows what's in it - as if it isn't enough that we tried to off Stephens." 

One source reported to be close to special counsel Robert B. risks Jr. 
told Time: "It's not the Nixon tapes, but it ain't beanbag." 

DEFUSING THE BOMB 

"Name one practicing politician who could have pulled off what The Amazing 
Clinton managed Thursday night," asked the Boston Globe's David Nyhan. 

"You can't. Not since the Great Gipper in his prime has a political leader 
been so able to dominate the process by mastering the medium of television 
expiation. Tom Hanks copped the Oscar for best actor Monday night; but he's not 
a patch on Mr. High Risk Presidency. . . . 

"Let the record show the tide of the Battle of Whitewater began turning. 

. . As an exercise in bomb disposal, this was textbook." 

FUTURES 

Colorado's Democratic Gov. Roy Romer made his re-election announcement in 
his hometown of Holly, stressing "the old-fashioned values he had learned in 
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Holly during the Depression and Duat Bowl years." 

In Arkansas, Oov. Jin Guy Tucksr formally announcsd his candidacy for his 
first full tarn. Ha is the only Democratic candidate, and analysts believe 
others were scared off by his more than $1 million campaign war chest. 

TUB TAX DISCLOSURE 

CBS' Rita Braver spotted it. In their 1977 and 1978 tax returns, the 
Clintons didn't check off the $1 presidential campaign contribution box. In 
1979, Bill checked yes, Hillary checked no. 

TODAY'S QUOTE 

Celebrating his 80th birthday over the weekend in Maine, former Sen. Edmund 
S. Muskie said: "A constituency is what we can create working together, 
bringing people of the same mind, the same hopes, to work in a common effort. 
That's what politicians have to do, and I must say that I'm ashamed of how poor 
a job so many of them do today." 

TOBACCO'S STRUGGLE 

Just after Hillary Rodham Clinton moved in last year, she announced a 
smoking ban in the White House, wrote Bari Lane of News day. 

"That proved to be an opening volley in what has become an aggressive effort 
by the Clinton administration and its congressional allies to curb public 
smoking and toughen regulation of tobacco products," he said. 

"While it may take years for the process to play itself out, both sides of 
the battle over smoking agree that the rules of engagement at the federal level 
have been changing. 

"Where once the tobacco lobby could focus on . . . federal crop subsidies 
and fending off pesky surgeons general - and their annual reports on the health 
risks of smoking - the $50-billion-a-year industry now is in an all-out struggle 
for its political life." 

HBALY STARTS BLITZ 

Dr. Bernadine Healy, former National Institutes of Health director, will 
begin a statewide advertising campaign in her attempt to win the GOP 8enate 
nomination in Ohio, reported National Journal ' s CongressDaily. 

Well financed ($1.8 million) but not well known, she is deploying 
biographical spots in her effort to overtake front-runner Lt. Gov. Mike DeWine 
for the opportunity to run for retiring Sen. Howard M. Metzenbaum's seat. 

Although she worked for both presidents, the ads mentioned Ronald Reagan and 
not George Bush. The primary is May 3. 


•BULLGATE? ' 


Ray Kerrison, New York Post columnist, called it an "extraordinary display 
of defiance." 
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Nr. Kerrisom was writing about tha unwill ingnaas of tha White Houaa to 
ralaaaa tha raeords for Hillary Rodham Clinton's big aeora in cattla futuraa. 

Ha assarts aany co mm odi ties axparts baliava tha $100,000 was acquirad through 
market manipulation rathar than speculation. 

Ha said tha raeords would normally be included with returns to tha Internal 
Revenue Service. He added, "What a ahem. Tha stonewalling continues. Tha 
cover-up remains in place." 

PICK YOUR RXPSRT 

Despite White House efforts to dispel the controversy over the Clintons' 

Whitewater losses and tax deductions, soma accountants contend that the first 
couple still may owe back taxes, the Wall Street Journal said. 

President and Hillary Clinton appear to be correct in arguing they don't owe 
any federal taxes as a result of the Whitewater investment, USA Today said. 

CAMPAIGN KICKOFF 

State Rep. Mark Roosevelt, who announced last week as a Democratic 
candidate against Massachusetts' OOP Gov. William weld, has made some 
unexpectedly high waves with his campaign kickoff, the Boston Globe reported. 

He told the Globe his record is "probably unsurpassed by any legislator in 
the 20th century in Massachusetts , ” which prompted one lawmaker to retort that 
Mr. Roosevelt's hyperbole is probably unsurpassed in this century. 

A television reporter asked why the four-term legislator puts in for the 
$5-a-day payment in part to offset legislators' travel expenses eince he lives a 
few steps from the statehouse. 

"I take it because I'm entitled to it and I deserve it," said Mr. 

Roosevelt, who is the grandson of President Theodore Roosevelt. "To be very 
honest with you, I find that an Insulting question.” 

DOGGING CUOMO 

New York Gov. Mario Cuomo doesn't need any more watchdogs. He already has 
two - and one is oversealous. 

Cara and Max, mother and son German shepherds who roam the grounds of the 
Mew York governor's Executive Mansion, are supposed to guard against the bad 
guys. Max seems a bit confused. 

Just last week, he tested the flavor of Budget Director Rudy Runko. "He was 
bitten on his lower leg, the calf, * a Runko aide said. "He got a tetanus shot 
and he's fine.” 

Max may have nipped at least one other aide, but the aide wasn't talking. 

Neither was Max. 

"Max is taking the Fifth," Mr. Cuomo said through spokesman Thomas Conroy. 

Cara, on the other hand, knows friend from foe, Mr. Cuomo said. She treed 
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an intruder aavaral Months ago. 


Howard stem's candidacy for governor of New York gets the support of USA 
Today's columnist Joe Urschel: "For anyone who thinks Stem isn't legitimate, I 
have but two words: Spiro Agnew. It's not like there are any real 
qualifications for public office. Me elect lawyers all the time.” 

DISLOYAL DEMOCRATS? 

President Clinton's advisers are ticked by the unwillingness of 
congressional Democrats to defend the administration in the Whitewater fuss. 

Campaign wizard James Carville doubts their loyalty. "Certainly, when 
anything came up with Reagan or Bush, Republicans down the line defended them 
very tenaciously,” he told the New York Times. "It does seem that the culture 
of their party evokes more loyalty." 

The Times' Richard L. Berke said, however, that Mr. Clinton's isolation 
may be of his own making. Sen. Bob Kerrey, Nebraska Democrat, said the issue 
was not loyalty but ignorance. 

"Nobody on the Hill knows the facts," Mr. Kerrey told the Times. "It's 
hard to defend the facts because we don't know what the facts are.” 

MONTANA UNCERTAINTY 

Jack Mudd, a lawyer and former dean of the state law school, is widely 
considered to be the Democrats '• only hope of unseating OOP Sen. Conrad Bums in 
Montana, said analyst Charles B. Cook in Roll Call. 

Former Sen. John Melcher is also seeking the Democratic nomination. 

Although he is better known, he lost to Mr. Bums in 1988 and, observers 
contend, will not be a serious challenge for the incumbent in a rematch. 

Last week Mr. Mudd' s chances were muddied by the surprise candidacy of 
Becky Shaw, a student loan counselor and investigator in the state university 
system who has romantic ties to Charles Lester, Mr. Melcher 's media consultant. 

Like Mr. Mudd she is pro-choice. Mr. Melcher is pro-life. Despite 
widespread skepticism, she said she is a "legitimate" candidate and is willing 
to take a lie-detector test to prove she is not a spoiler for Mr. Melcher. 

IMMIGRATION DISPUTE 

"There is no question that this country's tradition of welcoming the tired, 
poor and huddled masses of the world has reaped great rewards , " said the 
Philadelphia Inquirer of the immigration dispute. "After all, who would turn 
down Albert Einstein?" 

But there is a price: Government officials and immigration advocates agree 
that "though most immigrants eventually become working, contributing members of 
society, new arrivals, particularly illegal ones, often require more government 
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services than they give back in taxes." 

"The Clinton administration acknowledges the problem, but baa not yet 
figured out bow to fully respond to it," the Inquirer added in its report on the 
angst in states that incur the largest costs frosi illegal immigration. 

PUNDIT LINO 

NBC's Jay Leno, on Florida lawmakers passing a proposal to ban nude 
sunbathing: "That's smart. Take the only people in Florida you know aren't 
concealing weapons and put them in jail . * 

LANGUAGE: ENGLISH 
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House Banking Committee Chairman Henry B. Gonzalez, responding to questions 
about the Whitewater -Madison affair, said Republican administrations routinely 
made inquiries about new hires at the Resolution Trust Corp. 

In a rambling 98-minute press conference, Mr. Gonzales also rebuffed House 
Speaker Thomas S. Foley for saying House rules permit Republicans to invite 
witnesses to the oversight hearing that Mr. Gonzalez canceled. 

"Well, you've got to say this, Mr. Foley is speaker and X am the chairman, 
and I am the one that rules on the rules governing the committee," Mr. Gonzalez 
said. 

Throughout the briefing, which about 50 reporters attended, Mr. Gonzalez 
insisted that no questions had yet been raised about the controversy to warrant 
oversight by the Banking and Urban Affairs Committee. 

"I think that when this thing settles, we'll see that a lot of people have 
been smeared, a lot of rumors will be that, and that it will all boil down and 
show that, if there was anything, it happened all during the Republican watch 
[of the last administration],” Mr. Gonzalez said. 

Most of the questions focused on the failed Madison Guaranty Savings and 
Loan and the Whitewater Development Corp., in which Mr. Clinton was a partner. 
A special counsel is investigating ties between the SfcL and the real estate 
venture, as well as contacts made by white House officials with federal 
regulators . 

Those contacts included telephone calls made by the president's closest 
aide, George Stephanopouloa , to two Treasury officials regarding the Resolution 
Trust Corporation's hiring of former U.S. Attorney Jay B. Stephens, a 
Republican. 

Asked if such contacts were improper, Mr. Gonzalez said he was not "privy" 
to any direct information about Mr. Stephanopouloa ' actions, but that past 
Republican administrations routinely made inquiries about new hires. 
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■They [RTC officials] navar hesitated to consult with the White Bouse and 
check with the White Bouse. I mean, that's executive branch,* Mr. Gonzalez 
said. "And I think that that would-be something that, again, would best be left 
to the special counsel. He's on top of that. He's subpoenaed them.* 

In Coronado, Calif., where he is vacationing. President Clinton spoke 
favorably of Mr. Stephanopoulos after some reporters inferred a lack of support 
because he had said nothing. 

"He's in good shape," Mr. Clinton said while jogging. Asked if he was 
supporting Mr. Stephanopoulos , he said, "You bet," and raised his right thumb. 

Last week, Mr. Gonzales abruptly canceled a scheduled RTC oversight 
hearing, which the committee by law must conduct twice a year. He accused the 
ranking Republican on the committee. Rep. Jim Leach of Iowa, of wanting to turn 
the hearing into a probe of Whitewater-Madiaon. 

Mr. Gonzalez called for general congressional hearings on the issue, which 
the House set the stage for last Tuesday in a resolution co-sponsored by Mr. 

Foley and House Minority Leader Robert H. Michel. 

Mr. Foley said he would talk to Mr. Gonzales about the RTC oversight 
hearing. According to his reading of House rules, the speaker said. Republicans 
could call any witnesses they wanted as long as their testimony was relevant. 

Mr. Gonzales said yesterday that he had not spoken with Mr. Foley about 
the hearing and he gave no firm date when the oversight hearing would take 
place . 

Republicans would be allowed to call witnesses, he said, if the witnesses 
were there to talk about the subject at hand - how the RTC has handled the 
savings and loan bailout. 

"I'm not interested in protecting anybody's reputation, integrity or what 
have you, ” he said adding that he bad "the s ingle -mlndmO responsibility of 
preserving the integrity of the committee. That I've done from the very 
beginning, and that's it." 

Mr. Leach, in a statement, said he had "the highest regard” for Mr. 

Gonzales and that all he wanted was a complete hearing. 

"All the minority asks is that the laws of the United States and the rules 
of the House of Representatives be upheld and that freedom of speech not be 
curtailed, " Mr. Leach said. 

Also yesterday, a new poll showed that Mr. Clinton may have improved his 
public standing after his prime-time press conference on Thursday. 

The CNN-USA Today- Gallup poll of 1,036 adults showed that half of those 
surveyed approved of the way Mr. Clinton answered Whitewater-Madison questions 
while 40 percent disapproved. Two weeks ago, 39 percent said they approved of 
his handling of the affair while 41 percent disapproved. 

Mr. Clinton's overall presidential approval rating also improved, rising to 
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52 percent from 50 percent in the March 11-13 poll. 

* Prank J. Murray contributed to this story from San Diego. 

GRAPHIC: Photo, Rep. Henry Gonzales meets reporters to discuss his 
committee's agenda.. By AP 
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In response to Bruce M. Lloyd's March 23 letter, "Is there any reason we 
should care about Whitewater?" I would like to answer, "Yes!" 

The money lost in the failure of the Madison Trust Co. is tax money. 

Money that you and I have either paid in our taxes or are responsible for 
through the national debt . There is evidence that this money (our money) was 
stolen, if any of this money can be recovered fro* the illegal beneficiaries, 
it is in the interest of all honest taxpayers that it be so recovered. 

If the money was stolen, and if the people who stole this money are 
currently in office, they should not be given the chance to steal more taxpayer 
funds by remaining in office. 

Fool me once, shame on you. Pool me twice, shame on me. 


Clifton 

LANGUAGE: ENGLISH 
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President Clinton continues to decry accusations made against him and his 
wife that he says lack any credible documentation showing wrongdoing. But that 
doesn't stop him from making unsubstantiated allegations about others. Asked at 
his news conference Thursday about an allegation made that day by Rep. Jim 
Leach - that a senior official in the Resolution Trust Corp. had tried to 
muzzle a field investigator who was looking into the Whitewater mess - Mr. 

Clinton responded that everyone at the RTC was appointed by Republican 
administrations. Three different times during his press conference, the 
president insinuated that Republicans at the RTC were playing some sort of 
political games of their own. 

Yet the RTC has only one political appointee, its head. The rest of the 
independent agency's workers are non-political civil service hires. It would be 
a violation of federal law were, the RTC chief to fill positions on the basis of 
political allegiance - in short, with political hacks. Is this what the 
president was accusing Republicans of doing? If so, where is the documentation 
that would make such a claim credible? 

"The president was obviously wrong when he said RTC decisions were being 
made by Republican political appointees, " says William 8eidman, former head of 
the RTC. "Those are all career people. Some are Democrats, some are 
Republicans, and I wouldn't know who was which. The only political appointee at 
the RTC is the president's own man," namely, acting RTC chief Roger Altman. 

As Michael Hedges reported Saturday in The Washington Times, almost all 
employees at the RTC are Schedule A hires, for which political affiliation 
cannot be considered. Steve Katsanos, an RTC spokesman, lamented that many RTC 
workers were offended by the offhand manner in which Mr. Clinton labeled them 
Republican operatives - especially Democrats in the agency who had supported his 
campaign. Albert Casey, the most recent permanent head of the RTC, says that 
the president overlooked the fact that the core of the RTC's work force - more 
than 2,000 employees - was transferred from the Federal Deposit Insurance Corp. 

Many of them no doubt predated the Reagan administration, a fact Mr. Clinton 
overlooked. 

we are all familiar with Mr. Clinton's moral high horse. During the 
campaign, he railed against the "greed" of the Reagan -Bush years (a time during 
which he and his wife were themselves partners with SSL high- flyers) . Even the 
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revelations about Hillary Rodham Clinton's lucrative foray into the volatile 
commodities market haven't dulled the president's condemnation of Republican 
venality. Mr. Clinton's facile assertion that Republicans were to blame for 
any irregularities at the RTC is another example of his quickness to indict and 
discredit others while demanding all the protections of procedure and a complete 
presumption of innocence for himself. 

The most profound irony in all of this is that Mr. Clinton wouldn't be in 
this particular predicament had he not wanted to put his own stamp on the RTC. 

In fact, had he let the most recent RTC chief, Mr. Casey, have his way, the 
agency would have been shuttered last year. The Casey plan was to finish the 
RTC's business quickly and then shut it down. When Mr. Casey took on the job 
in October 1991, the RTC had $410 billion in assets ; when he left in March 1993, 
only $80 billion were left. He wanted to sell as much by September 1993 as 
possible, and then hand the leftovers to the FDIC, saving taxpayers the cost of 
running an entire independent agency. Instead of allowing Mr. Casey to execute 
his plan, Mr. Clinton bowed to pressure from Capitol Hill, where many lawmakers 
wanted to see the RTC's work dragged out. (Legislators have found the RTC a 
ripe patch of "constituent service" opportunities; you'd be surprised how many 
friends you can make by steering constituents to real estate for sale at 
below-market prices.) 

Mr. Casey's job was taken over by Mr. Altman, and it didn't take long for 
Mr. Altman to become embroiled in controversy over meetings with White House 
officials at which RTC plans for criminal action involving Madison Guaranty 
were the topic. 

What to make of Mr. Altman's actions? Well, comes now that great advocate 
of full disclosure. Rep. Henry Gonzalez, to provide context and cite precedent. 

He claimed that Mr. Altman di<} nothing that wasn't common practice in 
Republican administrations . The heads of the RTC in the Bush years "never 
hesitated to consult with the White House and check with the White House. I 
mean, that's executive branch," said Mr. Gonzalez in a press conference 
yesterday. 

But Mr. Gonzalez* claim, like the president's claims about the RTC, was not 
backed up by any detail, evidence or proof. Indeed, Mr. Casey denies it 
unequivocally. "I don't understand why he said it," he says. "I never once had 
contact with the White House about RTC actions. I don't think it would have 
been appropriate." 

So Mr. Gonzalez has joined Mr. Clinton in the blame game, and all blame 
seems to rest ineluctably with Republicans. Now, is it really too much to ask 
of a Washington in which Democrats control both chambers of Congress and the 
White House that those same Democrats have a shred, a scrap, a scintilla of 
evidence to support the allegations they so freely bandy about against their 
minority, out -of -power political opponents? 

And since you brought it up, Mr. Clinton, where exactly did you get the 
idea that all civil service hires during a Republican administration are 
Republicans who serve Republican interests? Could it be from personal 
experience as head of a Democratic administration? Come to think of it, how 
many of the people hired for career government positions since January 1993 - 
not political appointees, mind you, but career officials - have Clinton or other 
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Democratic campaign axparianca? 

In tha courea of events, that is the kind of question Henry Gonzales and 
other Democratic members of Congress might eagerly aak about a Republican 
administration, particularly were there so much as the remotest indication of 
hanky-panky. Yet it would probably take the tenacity of a Jim teach to get a 
Democratic Congress to ask the same question of a Democratic administration. 
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March 28 , 1994, Monday, AM cycle 
SECTION: Washington Dateline 
LENGTH: 504 words 

HEADLINE: White House Offers Strong Support For Stephanopoulos 
BYLINE: By RON FOURNIER, Associated Press Writer 
DATELINE: WASHINGTON 
BODY 

The White House signaled strong support Monday for presidential aide George 
Stephanopoulos, whose complaints about a federal regulator heightened the 
Whitewater controversy. 

"He's in good shape," President Clinton said, giving a thumbs-up sign on his 
jog in Coronado, Calif. 

It was the president's first statement on Stephanopoulos' behalf since 
weekend news reports linked the adviser to telephone calls to Treasury 
Department officials challenging the government's hiring of a former Republican 
prosecutor for the Whitewater investigation. 

The revelations raised questions about whether the White House tried to 
influence the investigation - although the prosecutor was not removed from the 
case. The stories prompted suggestions that Stephanopoulos' job might be in 
jeopardy. 

Not so, aides said privately and publicly Monday. 

"Support for him is 100 percent,” White House Chief of Staff Mack McLarty 
said in a telephone interview. "I strongly support him. It really upset me last 
night when I heard reports that he was getting less than full support. It's not 
true. " 

Stephanopoulos, one of Clinton's closest advisers, and another senior aide, 

Harold Ickes, placed a conference call Feb. 25 to Deputy Treasury Secretary 
Roger Altman to express outrage over the decision of the Resolution Trust Corp. 
to retain former GOP prosecutor Jay B. Stephens, RTC sources said. They spoke on 
condition of anonymity. 

Stephens, who sharply criticized the Clinton administration after being fired 
as U.S. attorney for the District of Columbia last March, was hired to handle 

LEXIS'-NEXIS® LEXIS'-NEXIS'® LEXIS'-NEXIS® 

Services of Mead Data Central, Inc. 


14724 



2302 


The Assodtfed Prat, Match 28, 1994 


Page 3 


possible civil suits growing out of tbs failure of Madison Guaranty Savings 6 
Loan. The Arkansas thrift was owned by Janes McDougal, co-owner in the Clintons' 
Whitewater land venture. 

The Washington Post and Time magazine reported that Stephanopoulos or Ickes 
asked Altman, the acting head of the JtTC, "Can anything be done about it? Is it 
final?" 

Stephanopoulos also talked to Joshua Steiner, the Treasury Department chief 
of staff, about Stephens' hiring. 

Stephanopoulos told Time he merely asked how Stephens came to be hired, 
adding that he "blew off steam over the unfairness of that decision." 

McLarty said Monday he wished the calls were not made "because they can be 
misconstrued," but he said Stephanopoulos did nothing more than express anger. 

In a show of support, several White Rouse staff members, including at least 
one senior adviser, took Stephanopoulos to lunch Monday at a trendy restaurant 
near the White House. 

Stephanopoulos is one of a dozen administration officials ordered to testify 
before a grand jury investigating contacts between the White House and federal 
regulators . 

The latest, White House staff secretary John Podesta, is the keeper of 
Clinton's personal notes and records. A senior White House official, speaking on 
condition of anonymity, said it is not believed that Podesta will be asked about 
the president's papers. Instead, his contacts with Altman are expected to be the 
subject of his testimony. 
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March 28, 1994, Monday, PM cycle 
SECTION: Washington Dateline 
LENGTH: 782 words 

HEADLINE: RTC Investigator Waged Lonely Battle for Clinton Probe 
BYLINE: By RICKARD KBIL, Associated Press Writer 
DATELINE: WASHINGTON 
BODY 

For months, a federal investigator named Jean Lewis labored to get her- 
auperiors to take seriously what she believed was a check-kiting scheme at an 
Arkansas savings and loan that might have benefited President Clinton and his 
wife. 

Lewis, an investigator in the Resolution Trust Corp.'s Kansas City, Mo. 
office, was for months the lone voice calling for a probe into the relationship 
among the Clintons, the Whitewater Development Corp. and the failed Madison 
Guaranty Savings and Loan. 

Her actions came to light last week when Rep. Jim Leach, R-Iowa, released a 
series of memos, notes and electronic mail messages between Lewis and her 
colleagues. Now, she is likely to be a key in special prosecutor Robert Fiske's 
Whitewater probe and the RTC's ultimate decision about whether to pursue civil 
actions against those involved in the failure of Madison. 

Madison's owner, James McDougal, was acquitted in 1990 of federal bank fraud 
charges arising from the S&L's failure. 

Lewis was assigned to take another look at Madison in 1991. As she probed, 

Lewis came to wonder: If the Clintons had put no money in Whitewater, and it was 
generating little cash flow, how was the $ 202,000 in loans being paid off? And, 
she wrote in a Feb. 2, 1994, memo: Shouldn't the Clintons' suspicions have grown 
since they knew that their Whitewater co- investor, McDougal, headed an S*L that 
was commonly known to be in bad financial shape? 

In one memo to her own file, Lewis related how a lawyer with the Federal 
Deposit Insurance Corp. in Washington, April Breslaw, had told her "the people 
at the top" wanted to say that Whitewater did not cause a loss to Madison. 

Lewis wrote that Breslaw said the superiors wanted a "honest answer" but 
would be "happier about certain answers that would get them off the hook." Lewis 
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wrote that aha reiterated to Breslav that her belief that Whitewater had caused 
losses to Madison. 

Breslav did not return a call frosi The Associated Press. But in an interview 
last week with The new York Times, Breslav disputed Lewis' assertion and 
criticised the quality of her investigation. 

"I categorically deny the accusation that I said anybody from Washington 
wanted any particular outcome on any issue," she said. "That's a complete 
fabrication. " 

Leach says he has heard a tape recording of the Lewis-Breslaw conversation 
that supports the interpretation of Levis, who worked the Madison case off and 
on from July 1991 until she was abruptly removed last November. Although 
assigned to other duties, she has maintained interest in the Madison case and 
has continued to write internal memoa to argue her position. 

In the documents released by Leach, Lewis did not accuse the president or 
Biliary Rodham Clinton of any wrongdoing. But after tracking $ 70,000 that 
McDougal shifted from Madison to Whitewater in 1985, she said the Clintons might 
have been the unwitting beneficiaries of Madison's defrauding. 

RTC spokeswoman Felicia Neuringer declined to comment on Leach's statements 
or anything in the documents he released last week. 

Lewis did not respond to a message left on her office answering machine. But 
she told The Kansas City Star: "My hands are tied. I'd like to keep my job." 

Several colleagues and one of her superiors spoke highly of Lewis' abilities 
as an investigator but declined to be quoted toy name. 

However, others take a dim view of her work, particularly Sam Heuer, 

McDougal 's attorney. Heuer called Lewis "a lady who appears to be on a 
one -person vendetta in the RTC against Madison Guaranty and President 
Clinton. " 

And some in the RTC agreed with Heuer 'a arguments that Lewis' referrals 
naming the Clintons were simply not worth pursuing. 

Lewis' resiliency was tested when her first recommendation that the Clintons 
be subjected to a criminal investigation was rejected. She followed up with a 
second, similar recommendation . 

Finally, Lewis was taken off the case - to her temporary relief, she said. 

"The powers that be have decided that I'm better off out of the line of fire 
(and I ain't arguing)," Lewis wrote in a Nov. 10, 1993, electronic mail message 
to colleagues that was released by Leach. 

Before being removed, Lewis worked from May to October 1993 to learn from the 
Justice Department what had become of the Madison case. Unfamiliar with the 
department's structure, Lewis tooka month to locate someone in the agency who 
could help her track it. But even then, Lewis never spoke directly to the 
Justice officials in Washington who personally dealt with the case. 
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Ultimately, she learned that the U.8. attorney's office in Little Rock, Ark., 
had decided much earlier againat prosecuting the case without more evidence. 
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Associated Press. 


March 28, 1994, Monday, PM cycle 
SECTION: Washington Dateline 
LENGTH: 966 words 

HEADLINE: Gonzalez Defends Cancellation of Hearings 
BYLINE: By DEBORAH MBSCB, Associated Press Writer 
DATELINE: WASHINGTON 
BODY 

The House Banking Committee chairman said today he's "not interested in 
protecting anyone" in the Whitewater affair, and defended his decision to cancel 
what would have been the first House hearing on the subject . 

Rep. Henry B. Gonzalez told a news conference the committee would conduct 
hearings "at the proper time and under proper circumstances" - not, he said, 
while Republicans planned to "create a donnybrook” and interfere with a special 
counsel . 

Gonzalez' comments did not concern the broad, Whitewater hearings the House 
voted to hold if the bipartisan leadership agrees on a time and format. 

The Texas Democrat referred to legally required bearings on the saving* and 
loan cleanup agency, which were scheduled March 24 and then cancelled by 
Gonzalez . 

Republicans, citing a House rule that allows the minority party to call 
witnesses, had invited a list of witnesses that read like a who's who of the 
Whitewater affair. 

Gonzalez said that under his interpretation, the Republicans could not 
conduct an investigatory hearing if the majority Democrats did not plan to do 
so. 


"I'm not interested in protecting anyone ... only in preserving the integrity 
of the committee," Gonzalez said, adding he only has met President Clinton on 
one occasion and never talked to the White House about Whitewater. 

Meanwhile, the ranking Republican on the committee said Sunday he cannot 
conclude two top White House aides acted illegally when they complained to a 
Treasury official about the hiring of a former Republican-appointed prosecutor 
in the Whitewater case. 
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"The White Rouse may have made a mistake, but I think it'd be premature to 
draw any extraordinary conclusions, " Rep. Jim Leach, R-iowa, said Sunday on 
NBC's "Meet the Press." 

"It’s natural that they would be upset" with a decision by the Resolution 
Trust Corp. to retain former U.S. Attorney Jay B. Stephens to investigate the 
failed Madison Guaranty Savings and Loan, Leach said of senior White House 
aides Harold Zckes and George Stephanopoulos . 

However, "it was probably a mistake to convey this in a way that may or may 
not have implied trying to release him (Stephens) from this job, " Leach said of 
the Feb. 25 call from Stephanopoulos and Ickes to Deputy Treasury Secretary 
Roger Altman. 

"I hope tfe don't make too much of this part of the story," Leach said. "I 
think it's real, but it isn't thoroughly devastating.” 

The White House, meanwhile, challenged a published report that Hillary Rodham 
Clinton did not put any of her own money at risk to realize roughly $ 100,000 in 
cattle futures trading profits in 1978 and 1979. 

Newsweek, in its April 4 edition appearing on newsstands today, quotes one of 
the experts called in by the White House to substantiate information on newly 
released Clinton tax returns as saying Mrs. Clinton did not invest any money of 
her own. 

But the expert, Professor Marvin A. Chirelstein of Columbia University Law 
School, issued a statement Sunday calling the Newsweek article "false and 
irresponsible." The statement was distributed by the White House. 

Chirelstein subsequently told The Associated Press that he had no knowledge 
of whether Mrs. Clinton put up any of her own money in the commodity trading 
because he was given no documentation concerning that portion of their tax 
returns. 

He did acknowledge having a "speculative" discussion with a Newsweek reporter 
on the commodity trading issue, but says he was misunderstood and now regrets 
even discussing a matter on which he had no firsthand knowledge. 

"The truth ... is that Mrs. Clinton used her own money, and invested at her 
own risk, in making her commodities investment,” said a statement issued jointly 
by Lisa Caputo, Mrs. Clinton's press secretary, and John Podesta, the White 
House staff secretary. 

"It was her own money, every penny of it," White House spokesman Jeff Eller 
told reporters later as the president flew from Dallas to San Diego. "It was her 
account. She traded it. The story in Newsweek is false." 

However, the White House has consistently declined to say how much of her own 
money Mrs. Clinton put at risk. 

,, Newsweek stood by its story, saying Chirelstein "offered his interpretation 

of Mrs. Clinton's commodities trading. He spoke without reservation and 
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indicated that he had eeen the relevant financial documents." 

On the RTC matter, Eller said: "The entire White Rouse staff stands behind 
George Stephanopoulos fully and completely and that includes the president, the 
chief of staff and the first lady." 

Stephens, a former White House legal aide in the Reagan administration, was 
fired as U.S. attorney for the District of Columbia last March, two months after 
Clinton took office. 

At the time, Stephens publicly implied that his dismissal was aimed at 
thwarting his office's still -continuing investigation of House Ways and Means 
Chairman Dan Rostenkowski, D-Ill., in the House Post Office scandal. 

The White House has acknowledged that Stephanopoulos and Ickes placed a 
conference call after learning that the RTC had retained Stephens a day earlier 
to pursue possible civil claims against the failed Arkansas thrift. 

Stephanopoulos told CNN on Saturday he had expressed anger at the hiring of 
Stephens but was "just trying to get information." 

Last week, Leach said there was evidence to suggest that federally insured 
deposits in Madison were used to cover interest payments on loans to Clinton and 
his wife covering their investment in the Whitewater land development 
enterprise . 

He also said other Madison deposits may have been diverted to cover campaign 
debts incurred by Clinton in his bid for re-election as Arkansas' governor. 
Federal regulators have estimated that covering the federally insured deposits 
lost by Madison will cost taxpayers at least $ 47 million. 
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Transcript « 563-2 


TYPE: Live Report 
SECTION: News; Domestic 
LENGTH: 20S0 words 

HEADLINE: 'Time' Alleges Stephanopoulos May Have Misused Power 
GUESTS: JOHN STACKS, "Time" Magazine (LIVE); 

BYLINE: LEON HARRIS 
HIGHLIGHT 

John Stacks from "Time" Magazine discusses this week's cover story, which 
alleges members of the White House staff, particularly George Stephanopoulos, 
may have obstructed justice in the Whitewater affair. 

BODY 

LEON HARRIS, Anchor: The Clintons are in San Diego this morning, beginning a 
week of vacation. The president and his family arrived from Dallas after 
watching their favorite basketball team, Arkansas Razorbacks, advance to the 
NCAA final four round. The Clintons have scored one victory in the ongoing 
Whitewater case. Tax experts say that they do not appear to owe the IRS any 
more money because of their failed Whitewater real estate investment. The 
Clintons released their tax returns for 1977, 1978 and 1979 and USA Today 
reports the Clintons' partner in the Whitewater deal, failed SfcL executive James 
McDougal, has recanted his charge that the Clintons claimed tax deductions for 
interest payments that they never made. 

In the meantime, the White House is rallying behind presidential adviser George 
Stephanopoulos. Special prosecutor Robert Piske reportedly is looking into a 
February phone call between Stephanopoulos and one of his friends at the 
Treasury Department. Stephanopoulos allegedly inquired about removing a 
Republican who was hired to investigate the failed Arkansas 8&L linked to 
Whitewater. We are going to be talking some more about possible White House 
staff involvement in the Whitewater case now. Time magazine, in its April 4th 
edition, takes an in-depth look at how the president's staff reportedly tried to 
hinder the investigation into Whitewater and our guest this morning is John 
Stacks. He is the deputy managing editor of Time magazine and he joins us from 
New York. Good morning. 

JOHN STACKS, "Time" Magazine: Good morning. 
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HARRIS: Thank you vary much for coming in. Wall, what can you tall ua about 
thia headline that you have hare? Did Stephanopoulos obatruct juatice? 

Mr. STACKS: Wall, I think that- that judgment will ultimately be made by the 
apecial prosecutor and perhaps by the Congress, but the sources we talked to - 
and wa talked to quite a few - do indicate that Stephanopouloa came very close 
to the line of- of committing an illegal act. Whether he did or not depends on 
the precise language and precise intent that he had which, as I say, will be- 
will be developed later. 

HARRIS: Did he go over the line, though? 

Mr. STACKS: I think very close to it. Again, it depends exactly what ha said 
and exactly what his intent was and under whose direction ha was operating, but 
it will take- it will take the grand jury, I think, and the special counsel to- 
to get to the bottom of that. 

HARRIS: What do you think of the comments of Representative Jim Leach, who is 
the leading Republican in the Whitewater charge here, who is saying, himself, 
this morning- this weekend, was quoted as saying that ha didn't think there was 
that much to this story about George Stephanopouloa? In fact, he was saying 
that we should leave that story alone. 

Mr. STACKS: Well, I think- I think we- again, we have to wait and see exactly 
how serious this was and exactly what the evidence in the case is. But what is 
important about this story is that however the final judgment comes down, it was 
an example of- of using the power of the White House, the power of the 
presidency, if you will, to try to alter the course of this investigation. And 
that is what's been- what's been absent so far in this- in this entire 
Whitewater- complicated Whitewater affair is really any misuse of governmental 
authority which has made it less than- less than a big deal, I think, until 
that moment, when political power, the power of the presidency and the White 
House is misused, if that were the- if that was the case, that was the case, 
that is a big deal. 

HARRIS: All right, then for you, whose keeping a close eye on this story as it 
develops, what are the main questions that remain to be resolved? 

Mr. STACKS: I think the questions are narrowing very fast. I think the release 
of the taxes last week was a very smart move and one has to wonder why it took 
so long to do it. Without those tax returns, it was possible for their- for 
Governor Clinton and Mrs. Clinton's former business partner McDougal to make 
allegations about the flow of money between the couple and the corporation which 
turn out not to be true. One wonders why the taxes weren't released earlier. I 
presume it was because they showed the large capital gain that Mrs. Clinton made 
in some commodity trading in '77 and '78. Why that would be embarrassing, I 
don't know, but now that they are out, the questions that McDougal raised and 
the anomalies in their handling of the Whitewater money now seem to disappear 
and to their benefit. 

HARRIS: Time magazine also conducts its own polls. How do you think the polls 
are going to be reacting this week, following the news of the weekend? It seems 
to be sort of a good news /bad news thing we have had this weekend, what with the 
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tax news being good and tha Stephanopoulos news being bad? 

Mr. STACKS: It depends how closely people pay attention to it. I think the 
result- the misuse of power in the White House, again, if that's what occurred, 
will be very troubling. I think Governor Clinton- President Clinton suffered 
about a 10 percent decline in the polls last week, or over the last 10 days, 
because of the corrosion and erosion of questions about Whitewater. As those 
begin to recede - and I think they may begin to recede - I think- I think his 
poll standing will improve. 

HARRIS: Well, we're going to be taking phone calls in just a moment for John 
Stacks. Before we go away for a break- before we go- get to the phone calls, I 
want to ask you one question about the hearings that are- seem to be pending. 

How soon do you think there will be hearings? 

Mr. STACKS: I think the best estimate from the Hill has been sometime in May. 

There was a question about whether there will be a single joint committee, a la 
Watergate, or whether there will be separate hearings in the House and the 
Senate. I think it is also conceivable that there won't be any hearings. 

HARRIS: You do? 

Mr. STACKS: That by the time it's all said and done, it won't be that 
interesting. 

HARRIS: Okay. We'll see how this all shakes out. We are going to talk with 
John Stacks, give you a chance to call in with your questions. If you want to 
call in with questions for John Stacks, managing editor- deputy managing editor 
of Time magazine, call in area code 404-221-1855, just ahead. 

[commercial break] 

HARRIS: Topic this morning, Whitewater. We're talking with John Stacks of Time 
magazine. We are taking your phone calls right now. First call this morning 
for Mr. Stacks is from Pennsylvania, go ahead. 

PENNSYLVANIA CALLBR: Yes, hello. I'm wondering how come you're making such a 
big deal out of absolutely nothing that didn't even occur during this- this 
man's presidency - and I think it's a great president - when, during Ronald 
Reagan's presidency, we had the sleaze factor, you didn't make anywhere near a 
big a deal out of all the people that were corrupt and had to leave his 
administration . 

Mr. STACKS: Well, I think that's not quite true. The- we certainly made a big 
deal, or covered thoroughly if you will accept that phrase, Iran-Contra and the 
rest of the difficulties there. We have actually not made a very big deal 
about- about Whitewater, per se, about the dealings in Arkansas 15 years ago. I 
think you are right to say, 'Who cares?' Unless there was something very 
crisiinal or something very bad in that incident, in that deal - and we don't 
know that - I don't think it is a big deal. I do think it is a bigger deal, 
however, when the president's closest assistant begins to use the power of the 
white House to try to divert attention, or divert the investigation into the 
Madison Guaranty. I think that- that's what we are making a big deal out of 
this week and I think that's a different order of magnitude. 
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KARRIS: Next cell from Georgia, go ahead. 

GEORGIA CALLER: Hello? 

HARRIS: Yes, you are on the air, Georgia. 

GEORGIA CALLER: Yes. I would like to concur with the last caller. I've got a 
two point question. The first thing is that, with issues such as health care, 
just* let's just concentrate on health care. When it's consuming almost $1 
trillion out of our national economy annually, if we don't have, you know, with 
the coverage on Whitewater and aa it's basically diverting attention from health 
care, isn't- aren't tie hurting ourselves more as a nation by not tackling that 
problem now and diverting ourselves on Whitewater? And the second part of the 
question is, do you feel that you are hurting Vince Poster's family 
unnecessarily with the allegations that Mrs. Clinton had an affair with him and 
things such as that, which are really very personal and really very hurting to 
his own family? Thank you very much. 

HARRIS: Mr. Stacks? 

Mr. STACKS: Let me take the second part first. We have never made such an 
allegation and- and, if anyone has made that allegation in the press, I haven't 
seen it. That would, of course, be highly irresponsible. We have not written 
that. I'd never* even heard that until- until you just said it. On the second 
question, that is whether the press is paying to much attention or not enough 
attention to Whitewater and Madison Guaranty, I think it is arguable that we- 
that the press has been too preoccupied with it, that Washington has been too 
preoccupied with it, that the Republicans have been too preoccupied with it as a 
stick to hit President Cl in tori. But, Z also don't think that paying attention 
to one thing means you pay no attention to the other. Certainly in our 
magazine, we have- we have given lots of coverage, and will continue to give 
lots of coverage, including in this week's magazine, to- to the health care 
debate, which Z agree is quite important. 

HARRZS : Next call, from West Virginia, hello. 

WEST VIRGINIA CALLER: Hello. Yes, sir. My name is John Zervus [sp?] . Sir, I 
think you are doing a great job, sir. Don't let any of these Democrats do you 
in. I appreciate what you are doing. I was in the Navy five years and with 
this Clinton administration, I thought I was a goner. Z did my time in the Navy 
for nothing. They're sleazers. He gets out every- every little thing he can 
get out- 

HARRIS : Do you- do you have a question for Mr. Stacks? 

WEST VIRGINIA CALLER: Yes, sir. Can you be sued, sir? 

Mr. STACKS: Of course, yes. 

HARRIS: Well, that's a strange question. You made a comment a moment ago that- 
Mr. STACKS: I hope not. 
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HARRIS: But, Mr. Stacks, I'd just liks to givs you a follow-up on that question- 
a comment you mads aarliar about you- you saaing a scenario in which thara would 
be no hearings. I would like to sea- I would like to know more about your 
thinking along those lines. 

Mr. STACKS: I think it's possible that- that the great mysteries of Whitewater 
can unravel very quickly, because they are not so great, is perhaps- that was 
perhaps an overstatement, that Congress may be too invested in the notion of 
having these hearings and may go ahead anyway. We may not know the core answer - 
the answer to the core question about Whitewater and that was, was the savings 
and loan which lost a lot of money, for which the American taxpayers had to foot 
the bill, was that savings and loan misused in some way in Governor Clinton's 
campaign or misused in some way with the land deal called Whitewater. And that 
may still not be known by May and so the Congress may go forward. The other 
questions about the personal improprieties of the president and the first lady 
which did revolve around the money used or misused in- in Whitewater and the 
taking of tax deductions, those questions are getting answered rather more 
quickly because of the release of the returns. 

HARRIS: And, as more answers come up, so do more questions. John Stacks from 
Time magasine, thank you very much for talking with us this morning. 

Mr. STACKS: Thank you. 


The preceding text has been professionally transcribed. However, although 
the text has been checked against an audio track, in order to meet rigid 
distribution and transmission deadlines, it may not have been proofread against 
tape. 
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INQUIRY: OOP'S CHIEF CRITIC OF CLINTON IN CONTROVERSY SAYS TOO MUCH IS MADE OF 
WHITE HOUSE AIDES' PHONE CALLS. HE SAYS THEIR ANGER WAS 'NATURAL. ' 

BYLINE: By ANN DBVROY, THE WASHINGTON POST 

DATELINE: WASHINGTON 

BODY 

Tha leading Republican critic of President Clinton's involvement in the 
Whitewater controversy Sunday said tha angry Whita Housa raaction to tha 
appointment of a partisan Republican to invastigate civil casas for tha 
Resolution Trust Corp. was "pretty natural” and too much should not be made of 
it. 


Rap. Jim Leach (R-Iowa) said it would be "prematura to draw any extraordinary 
conclusions" about a phone call senior Whita House adviser George Stephanopoulos 
made in February to Joshua Steiner, chief of staff at tha Treasury Department. 

Sources have described Stephanopoulos as angrily asking Stainer how tha RTC 
came to name former federal prosecutor Jay B. Stephans to investigate possible 
civil cases against Madison Guaranty Savings A Loan and whether that hiring 
could be reversed. 

Stephans, a former Republican U.S. attorney for tha District o t Columbia, was 
sharply critical of Clinton when the President fired him as part of the removal 
of all the U.S. attorneys who were appointed by the George Bush Administration. 

Stephens has also considered running for political office. 

Ha was hired by the RTC in early February, and among the cases the agency is 
examining for a possible civil action is the Rose Law Firm's representation of 
Madison Guaranty before Arkansas regulators. 

Hillary Rodham Clinton, then a partner at tha firm and a partner in the 
Whitewater Land Development Corp. with her then-governor husband and James B. 
McDougal , who owned Madison Guaranty, asserted to the state regulators that 
the thrift was on the road to financial health. 

It later collapsed, requiring a taxpayer bailout of at least $47 million. 

Leach, the senior Republican on the House Banking Comsittee who is leading 
tha OOP charge on Whitewater, told NBC -TV’s "Meet the Press” on Sunday that the 


LEXIS-NEXISW LEXIS-N 



LEXIS-NEXISOP 


14737 



2315 


Lot Angeles Times, Much 28, 1994 


Page 16 


stephanopoulos phone cell "may have been a mistake" but he added: "I hope we 
don't make too much of this part of the story." 

Instead, Leach pressed for a full congressional investigation of the 
relationship between Madison Guaranty and Whitewater Development . 

Leach has maintained that Whitewater Development and Madison Guaranty were 
so intertwined that the Clintons ended up with financial benefits from the SSL 
even as it was collapsing and their Whitewater project was failing. 

The President maintains that he lost about $46,000 on the Whitewater 
endeavor. 

During the TV interview, Leach adhered to his previous assessment that the 
Whitewater case is not about impeachment and should not be about criminal 
charges against the Clintons. "If there are breaks of the law, it should be 
understood there are civil remedies and criminal remedies,” he said, "In this 
case, I would strongly recommend a civil route." 
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BYLINE: From Times Staff and Wire Services 
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The leading Republican critic of President Clinton's involvement in the 
Whitewater controversy Sunday said the angry White House reaction to the 
appointment of a partisan Republican to investigate civil cases for the 
Resolution Trust Corp. was "pretty natural” and too much should not be made of 
it. 


The White House, meanwhile, spent much of the day denying allegations from 
Whitewater- related news reports. 

Officials flatly denied a report that Hillary Rodham Clinton put none of the 
Clinton's own money into a cattle -futures investment that earned the family 
about $100,000 in 1978 and 1979. 

Later in the day, a White House spokesman approached reporters aboard Air 
Force One to deny broadcast reports that White House support for senior adviser 
George Stephanopoulos was weakening . 

On the "Meet the Press" program. Rep. Jim Leach (R-Iowa) said it would be 
"premature to draw any extraordinary conclusions" about a phone call 
Stephanopoulos made in February to Joshua Steiner, chief of staff at the 
Treasury Department. 

Sources have described Stephanopoulos as angrily asking Steiner how the RTC 
came to name former federal prosecutor Jay B. Stephens to investigate possible 
civil cases against Madison Guaranty Savings & Loan and whether that hiring 
could be reversed. 

Stephens, a former Republican U.S. attorney for the District of Columbia, was 
sharply critical of Clinton when the President fired him as part of the removal 
of all the U.S. attorneys appointed by the George Bush Administration. 

Among the cases the RTC is examining for a possible civil action is the Rose 
Law Firm's representation of Madison Guaranty before Arkansas regulators. 
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Hillary Rodham Clinton, than a partner at the firm and a partner in the 
Whitewater Land Development Corp. with her then-governor husband and James B. 
McDougal, who owned Madison Guaranty, asserted to the state regulators that 
the thrift was on the road to financial health. Zt later collapsed, requiring a 
taxpayer bailout of at least $47 million. 

Leach has maintained that Whitewater Development and Madison Guaranty were 
so intertwined that the Clintons ended up with financial benefits from the S&L 
•van as it was collapsing and their Whitewater project was failing. 

The President maintains that he lost about $4$, 000 on the Whitewater 
endeavor. 

During an interview on NBC-TV's "Meet the Press," Leach adhered to his 
previous assessment that the Whitewater case is not about impeachment and should 
not be about criminal charges against the Clintons. 

The futures investment came up in Newsweek story that quoted professor Marvin 
A. Chirelstein of Columbia university Law School as saying that Mrs. Clinton 
invested no money of her own. Chirelstein issued a statement calling the article 
"false and irresponsible." 
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A leading Republican critic of the Administration's handling of the 
Whitewater matter today offered an unexpected defense of a senior White House 
aide who complained to Treasury officials about the appointment of a political 
foe to oversee part of the case. 

The critic. Representative Jim Leach of Iowa, has been among the most vocal 
Republicans asserting that President Clinton and his wife, Hillary, behaved 
unethically in the investments they made in the Whitewater real estate venture. 

But today, Mr. Leach said he considered it "pretty natural” for the aide, George 
Stephanopoulos, to display anger over the hiring of a former Republican 
prosecutor. Jay B. Stephens. Mr. Stephens is looking into Madison Guaranty, a 
failed Arkansas savings and loan whose owner was a partner with the Clintons in 
Whitewater. 

Mr. Stephanopoulos acknowledged this weekend that on Feb. 25 he had angrily 
called Joshua Steiner, the chief of staff for Treasury Secretary Lloyd Bentsen, 
to complain about the decision to retain Mr. Stephens, who lost his job as a 
United States Attorney when the Democrats took over the White House last year. 

Thomas F. McLarty 3d, the White House chief of staff, said he would conduct 
an internal inquiry into the substance of that telephone conversation and of a 
second involving Mr. Stephanopoulos as well as Harold M. Ickes, the White House 
deputy chief of staff, and Roger C. Altman, the Deputy Treasury Secretary. Mr. 

Altman had withdrawn that day from involvement in Whitewater investigations by 
the Resolution Trust Corporation, the Federal agency investigating Madison 
Guaranty. 

Sympathy for Anger 

Mr. Stephanopoulos has said he did not urge Mr. Steiner or Mr. Altman to 
rescind the hiring of Mr. Stephens, and a lawyer for Mr. Ickes has said his 
client did not do so either. Today, Mr. Leach said he had no evidence that such 
a suggestion had been made. 

"Now, once they're angry, it doesn't mean you call the, you know, the powers 
that be to try to get him fired," Mr. Leach said on the NBC program "Meet the 
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Press." ■ Whether they did or not, nobody knows. But again, x think it would be 
premature to draw too heavy conclusions from it." 

A second prominent Republican also defended Mr. Stephanopoulos today. Marlin 
Pitzwater, who served as White House press spokesman for Presidents Ronald 
Reagan and George Bush, said that Mr. Stephanopoulos 1 a actions were justifiable 
in a partisan sense. 

"X have to admit that if you stand in George Stephanopoulos 1 s shoes, it would 
be a little difficult not to be surprised and outraged by that appointment," Mr. 
Pitzwater said in an interview on a C-Span interview program, according to a 
partial transcript released by the White House. 

Mr. Stephens, who was dismissed along with dozens of other Republican United 
States Attorneys shortly after Mr. Clinton took office, suggested at the time 
that the Clinton Administration was trying to block his investigation into 
accusations of embezzlement and payroll padding by Representative Dan 
Rostenkowski . Mr. Rostenkowski , an Illinois Democrat and chairman of the House 
Ways and Means Committee, is an important Clinton ally. 

The contacts between officials from the Treasury Department, the Resolution 
Trust Corporation and the White House have become a subject of inquiry for 
Robert B. Piske Jr., the special counsel appointed to investigate Whitewater. 

GRAPHIC: Photo: Representative Jim Leach (Associated Press) 
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Thay ware dead wrong, all of than, whan they talked Bill into appointing 
special counsel. X knew it; X told him, whan «m ware off in Moscow, that 
starting a criminal investigation would coma back to haunt us. 

But they all thought it was so smart to raise the standard of judgment to a 
criminal level. That would be a way of hiding under a subpoena all the 
documentation that made me look like a greedy, unethical lawyer, keeping it from 
Congress and the press. 

It was so easy for the staffers here in Washington, feeling heat about the 
transfer of files from Vince's office, to cave in to the Democratic 
establishment and dawn media. Even Bernie, the only one who put our Interests 
first, was certain that Piske never went to indictment without an airtight case. 

And what really gets me is those sanctimonious jerks who say "there's nothing 
to hide; if only Clinton had made full disclosure in the first place" and "it 
Isn't the 13-year-old embarrassments that hurt, it's the eover-up." 

What do they know about what happened back then and how it would look now? 

Did they imagine X made $100,000 on an investment of next to nothing in cattle 
futures, thanks to the advice of our poultry industry? We did what everybody did 
in a state capital, and not just in Arkansas -- but go try and say "everybody 
did it." 

If Bill had hung tough back in December, as I pleaded with him to do, we 
would have had a month of press huffing and puffing and it would all be over. 

But now we're being herded into an iron triangle: the grand juries, the press 
that pushes the counsel to call witnesses under oath and the cowards in Congress 
caving in to a televised- hearing soap opera. 

That smarmy Leach, with his reasonable, nonpartisan, this -pains -me pose, is 
killing us. He's already taken away my argument that this is all a Republican 
plot to stop health care. Now he's attacking our central position that we lost 
money on Whitewater, which we can never aban d on no matter what the figures show. 
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Bill struck the perfect note in hie prime-time press conference. NO more 
fingers -on- the-chest, "Who, me guilty?" end no more "no, no, no, no" pounding on 
the lectern. Just the statesmen who won't be distracted. Sometimes he's just 
marvelous . 

I can't do that; I know too much. Por a few more weeks, X can give interviews 
to the gentler journalists but sooner or later somebody's going to hit me with a 
murder drill. 

"When did you first learn of the criminal referral? What did you and your 
chief of staff discuss after her heads-up meeting with the R.T.C. at the White 
House? What did you say to Beraie Nussbaum about evidence in that long meeting 
after Vince's death? Did you discuss the Whitewater or Madison files with Vince, 
with Bill Kennedy, with Web Hubbell, with the President?" 

X can deflect those to the press, but when the grand jury calls -- as surely 
it will -- what can X say under oath? And did anyone besides that Kansas City 
investigator secretly tape conversations? Will Susan McDougal turn on us? 

The way the whole Rose firm is ratting on Web reminds me of time charges. 
Every lawyer has to detail the time, place, subject of meetings for billing to 
clients; what did we submit to cover that $26,000 in billing to Madison 
Guaranty? What did Vince or web or Bill or I bill Whitewater or McDougal? Were 
those records shredded at the firm? God, X hope so. 

What makes me sick at heart is how perfectly normal actions now gain the 
color of cover-up. So what if George blows sky-high when he hears the R.T.C. 
hired Jay Stephens for civil recovery? That prosecutor made a Republican name 
for himself by entrapping Washington's Mayor Barry with a sex lure --is that 
what X have to look forward to? (And what if Jay Stephens goes after Jack 
Stephens?) 

It's as if we're on a phantom train that's gathering momentum and we can't 
get off. It's easier for Bill --he won't have to face those hearings and grand 
juries as X will, and X cannot pretend I don't know the details. 

Why is this nightmare happening to us? We weren't rich, and money and 
political power always seek each other out; but now the usual, quiet statehouse 
dealings are being measured by impossible Federal standards. 

They tell me that after the Lance affair, when things began to go sour for 
President Carter, he called in Bob Strauss, who told him: "You know what your 
problem is? You used up all your damn luck getting here." 
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In the fury of Whi tewater, the most serious accusation yet against President 
Clinton got little attention this weekend. 

Rep. Jim Leach, R-Xowa, the most dogged Whitewater critic, detailed the 
results of his five -month probe on Thursday and Friday. 

His main accusation: Clinton did benefit, "directly or indirectly," from $ 

70,000 diverted from Madison Savings fc Loan, owned by his Whitewater partner, 

James McDougal . 

"Whitewater may have begun as a legitimate real estate venture, but it came 
to be used to skim, directly or indirectly, federally insured deposits from an 
SfcL and a small business investment corporation," Leach said. 

But the proof is not obvious from the 1 - inch thick stack of documents and 
analysis he released. Much depends on how the material is interpreted. 

Clinton says he did nothing wrong. If any funds flowed from Madison SfcL to 
Whitewater, "I have absolutely no knowledge of that, " he said. 

Even Leach says he found no crimes. But he says civil penalties may be 
appropriate . 

Leach argues taxpayers essentially provided a $ 70,000 subsidy of Clinton's 
investment in the 230-acre Whitewater vacation development in north Arkansas. 

This subsidy saved Clinton and McDougal when they repaid more than $ 200,000 
borrowed to finance Whitewater. 

He says Madison SfcL tunneled money improperly into Whitewater. That 
contributed to the $ 47 million loss that taxpayers picked up when the SfcL 
failed in 1989. 

"Coming into Whitewater were federally insured deposits, indirectly or 
directly," Leach said Sunday on NBC's Meet The Press. 

Leach's probe found Whitewater received $ 70,000 from companies and 
partnerships that, according to regulators, received improper loans from Madison 
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SfcL. 

He backs up the accusation with an extensive roster of documents: Whitewater 
corporate check ledgers, Madison SfcL records, canceled checks and court 
documents. 

Many of the companies that gave money to Whitewater were dependent on Madison 
SfcL for money. Others were Madison subsidiaries. No public document indicates 
that Whitewater repaid any money to these companies. 

But how directly Whitewater - and Clinton - benefited varies widely. 

Por example, Madison Financial Corp. gave McDougal a $ 30,000 bonus in April 
1985, depositing it in Whitewater's bank account. 

At the time, Whitewater was $ 29,745 overdrawn. The $ 30,000 gave Whitewater 
a $ 255 positive balance. 

McDougal was president of Madison Financial, a subsidiary of Madison SfcL. 

"As far as I'm concerned, there is a clear-cut loss" caused by Whitewater, 
wrote L. Jean Lewis, a regulator, in a memo. 

Leach also notes the odd way the bonus was paid. Madison Financial awarded 
McDougal part of his annual bonus early, in April, and sent it directly to 
Whitewater. 

In Leach's analysis, the $ 30,000 was money funneled from the SfcL to 
Whitewater. Clinton's benefit: He didn't have to sink more money into 
Whitewater. 

But to McDougal, the money was his income. He was free to spend the $ 30,000 
as he saw fit. 

Other payments to Whitewater are harder to tie to Madison SfcL. 

For example, Leach includes a $ 4,000 payment from McDougal and Associates to 
Whitewater in 1980. But McDougal didn't buy Madison SfcL until 1982. 

McDougal and Associates, one of McDougal 's real estate ventures, got loans 
later from the SfcL, Leach says. But it's harder to link this $ 4,000 to taxpayer 
money. 

Source of Whitewater loans 

Rep. James Leach, R-Iowa, says Whitewater Development Co. Inc. received 
about $ 70,000 from companies and partnerships that received improper loans from 
Madison Guaranty Savings & Loan. President Clinton says he did nothing 
improper and lost $ 46,000 on the investment. The payments cited by Leach: 

Date Amount Source of loans 

April 1985 $ 30,000 Madison Financial, a Madison SfcL subsidiary, 

gives money to Whitewater and calls it a 
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bonus for Jama McDougal, tha SfcL's owner 
and a Whitewater partner 


Mov. 1984 
MOV. 1985 
MOV. 1964 
Sept. 1984 
March 12, 1985 


$ 12,000 
$ 7,500 
$ 5,568 
8 7,500 
8 2,500 


Flowerwood Parma, a real estate venture 

Madison Marketing, a Madison S&I* subsidiary 

Tucker- Smith- McDougal, a real estate venture 
of McDougal, Arkansas Oov. Jim Guy Tucker 


and former Clinton aide Stephen Smith 


Oct. 1980 
March 1985 
March 1985 


$ 4,000 McDougal and Associates, a McDougal company 
8 900 Pembrook, a real estate venture 
$ 500 Smith-Tucker-McDougal, another partnership 


of McDougal, Smith and Tucker 
Total 8 70,466 


GRAPHIC: PHOTO, b/w, Joe Marquette, AP 
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The White House is fighting new complaints of interference in the Whitewater 
probe, undercutting President Clinton's news conference and the release of his 
tax records. 

The new complaints center on a Feb. 25 conversation between senior Clinton 
adviser George Stephanopoulos and Treasury Department chief of staff Joshua 
Steiner . 

Stephanopoulos was angry that federal regulators had hired Republican former 
U.S. attorney Jay Stephens to conduct its civil investigation into Madison 
Savings a Loan. 

Clinton had fired Stephens from his job as chief federal prosecutor in 
Washington, D.C., in part of a nationwide removal of Republican appointees from 
their jobs. Stephens said at the time the firing may have been connected to an 
attempt to thwart a probe of Rep. Dan Rostenkowski , D-Ill. 

Stephanopoulos wanted to know why a well-known critic of Clinton had been 
hired to investigate the case. "I was puzzled and I blew off steam," 
Stephanopoulos said Sunday. 

Some accounts said he asked Treasury Department Deputy Secretary Roger Altman 
if the hiring was "final." Stephanopoulos , who testified before a federal grand 
jury last week, says he does not recall such a request. He also told friends 
Steiner called him, contrary to reports he made the call. 

The Treasury Department is crucial to the cover-up probe because, as deputy 
Treasury secretary, Altman was acting director of the RTC, which handles failed 
S&Ls. 


Altman withdrew from handling any aspect of the Whitewater case in February. 

Stephanopoulos said he and deputy White House chief of staff Harold Ickes 
called Altman to complain he had not given the White House sufficient warning ' 
he'd be withdrawing. During this discussion, he reportedly asked about Stephens. 
Stephanopoulos says he doesn't recall doing that. 
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Also this weekend, internal RTC memos showed RTC senior criminal 
investigator, L. Jean Lewis, wanted to pursue the case involving Whitewater and 
Madison S6L. 

She had a 45-minute meeting on Feb. 2 with Federal Deposit Insurance Corp. 
attorney April Breslaw. 

"April stated that 'the people at the top* keep getting asked about 
Whitewater . . . Eventually 'this group' is going to have to make a statement 
about whether or not Whitewater caused a loss to Madison, " Lewis wrote in a memo 
about the meeting. 

"She felt like they wanted to be able to provide an 'honest answer, ' but that 
there were certain answers they would be 'happier about' because it would get 
them off the hook." 

Lewis told Breslaw that Whitewater may have benefitted from a massive check 
kiting scheme. 

"I also advised April that I had been told by both the U.S. Attorney's office 
and the FBI that this was a highly prosecutable case," she wrote. 

Breslaw disputes this account. 

"I categorically deny the accusation that I said anybody from Washington 
wanted any particular outcome on any issue," she said. "That's a complete 
fabrication. ” 

Lewis declined comment. She told The Kansas City Star: "My hands are tied. 

I'd like to keep my job." 

Meanwhile, the Los Angeles Times reported that Republican U.S. Attorney 
Charles Banks felt he was being pushed into making Whitewater accusations, 
shortly before the 1992 election. 

Banka, than chief fadaral prosecutor in Little Rock under Bush, wrote the FBI 
a memo: "Hold on, folks. You're suggesting that I move forward on a prosecution 
about Whitewater, Madison Guaranty S&L. To do that would be prosecutorial 
misconduct . " 

He said, after reviewing the case a second time, he still doubted it could be 
successfully prosecuted. 

Rep. James Leach, R-Iowa, agreed it would have been improper to make 
Whitewater charges just before the presidential election. 

"It would have been an abuse of power . . . and to the credit of the U.S. 
attorney, it wasn't done," said Leach. 

Leach, the most vigorous Whitewater critic, Baid the investigation was better 
pursued now and could be wrapped up in a couple months. 

Central players in controversy 
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Hare’s a look at the key players in the controversy over White House officials 
calling Treasury Departiont officials about the hiring of former federal 
prosecutor Jay Stephans. 

A Republican, he's handling possible civil lawsuits rising fro* the probe of 
Madison Guaranty Savings a Loan and the Whitewater land deal. 

Jay Stephens, former U.S. prosecutor in the District of Columbia, who was 
retained by the Resolution Trust Corp. to handle possible civil lawsuits growing 
out of the failure of Madison Guaranty Savings ft Loan. Stephens was highly 
critical of the Clinton administration, after being fired fro* his federal 
position in February 1993 - along with 92 other Republican prosecutors. When 
removed, Stephens said the action was an effort to thwart his office's 
investigation, which still continues, of Rep. Dan Rostenkowski ' s role in the 
House post office scandal. 

Roger Altman, deputy Treasury secretary and acting head of the RTC, recused 
himself from the RTC probe of Madison 86L in late February after revealing at a 
Senate hearing that he had discussed the status of the Madison probe with White 
House officials. Altman reportedly was called by Stephanopoulos and Ickes, 
complaining about his lack of warning to the White House that he was about to 
recuse himself from the Madison SftL probe. 

George Stephanopoulos, senior adviser to the president, has said he 
complained in a phone conversation with Joshua Steiner, Treasury Department 
chief of staff, about the hiring of Stephens. Stephanopoulos and Steiner worked 
together in the 1988 Michael Dukakis presidential campaign. Stephanopoulos was a 
top adviser in Clinton's 1992 campaign and oversaw White House communications 
efforts until being replaced in that role by David Gergen in May 1993. 

Harold Ickes, deputy White -House chief of staff, reportedly participated in 
a call with Stephanopoulos to Altman, complaining that Altman had not given the 
white House a warning he was about to withdraw from the RTC probe of Madison 
S&L. Ickes, repeatedly mentioned as a potential addition to the White House 
staff, began work in January and has managed planning on health care, Whitewater 
and politics. 

Joshua Steiner, Treasury Department chief of staff, who attended at least 
one meeting with White House officials seeking information on the RTC probe of 
Madison Guaranty Savings ft Loan. Steiner reportedly kept notes of the meeting 
and other contacts with White House officials in a personal diary. The diary 
reportedly gave Whitewater special counsel Robert Fiske the first tip about the 
phone call from Stephanopoulos about Stephens' hiring. 

GRAPHIC: PHOTO, b/w, Ron Bdmonds, AP; PHOTO, b/w, AP 
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HEADLINE: Income issua 'pratty cloudy' 

BYLINE: Bill Montagua 
BODY 

Ona Whitewater tax quaation cuts to tha haart of tha athical iasua dogging 
tha Clintons: Did thay racaiva taxabla ineona froai Jin and Susan McDougal , thair 
partners in tha deal? 

Tha couples originally split ownership of tha venture 50-50. When 
Whitewater Development was formed, each put in $ 500. 

But heavy losses forced tha partners to cover soma of the firm's debts. 
According to a 1992 report, tha McDougals contributed over $ 92,000 to 
Whitewater from 1978 to 1991. Soma of tha money allegedly was diverted from 
thair thrift. 

Tha Clintons say thay put about $ 43,000 into Whitewater. 

If tha McDougals repaid more than thair share of Whitewater's loans, the 
excess could be considered debt forgiveness to tha Clintons, under IRS rules, 
that's taxable income. "It gets back to the big question: Bow did the Clintons 
get out from under what seemed like an enormous liability?" asks Ton 
Oschenslager of accountants Qrant Thornton. 

The Clintons could have an out. Extra payments by tha McDougals could be seen 
as boosting their ownership of Whitewater, at the expense of the Clintons. That 
wouldn't be taxable. 

Would the IRS buy it? "It's pretty cloudy,” says Oschenslager. 
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HEADLINE: Tax experts back Clintons / 'Not much there' on Whitewater 

BYLINE: Bill Montague 

BODY 

President Clinton and Hillary Rodham Clinton appear to be correct in arguing 
they don't owe any federal taxes as a result of their Whitewater real estate 
investment . 

At worst, tax experts say, the Clintons may have violated some highly 
technical tax provisions dealing with the transfer of assets between 
corporations and their shareholders. 

But those errors appear to be offset by tax write-offs the couple could have 
claimed, but didn't, for losses on the deal. 

Of course, new evidence could raise new tax questions. The Clintons have yet 
to release the records used to prepare their tax claims. And the financial 
records of Whitewater Development, the corporation they formed to handle the 
deal, are a tangled mess. 

"The problem all along has been the fact that there's so much dust in the 
air," says Sheldon Cohen, an IRS commissioner in the Johnson administration. 

"But when you get to the bottom, there's not much there.” 

One exception: The Clintons have said that in 1984 and 1985, they improperly 
deducted $ 5,133 in interest actually paid by Whitewater Development. The 
Clintons repaid the IRS in 1992 for the error. 

White House officials resolved some questions Friday, when they released the 
Clintons' 1977, 1978 and 1979 tax returns. The returns seem to confirm that in 
1978 and 1979, the Clintons properly deducted $ 21,831 in interest payments on 
loans used to finance Whitewater. That's a big chunk of the $ 43,000 the 
Clintons now say they lost on the deal. The couple deducted another $ 19,264 in 
Whitewater interest payments in later years. 

Those returns have silenced one former partner turned critic - Jim McDougal. 
McDougal has said the first couple paid only $ 13,350 in Whitewater interest, 
all of it in 1980. He now says he was wrong. 

"I have substantially underestimated the amount they put in Whitewater," 
McDougal told the Associated Press Friday. 
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But the Clintons' returns don't answer some of the more complex tax questions 
raised by Whitewater. Bxanples: 

-- The role of the McDougals: Some interest payments claimed by the Clintons 
actually were made to McDougal, or to Great Southern Land, a firm he controlled. 

The Clintons say McDougal used the money to pay interest to two Whitewater 
lenders: Citizens Bank of Plippin, and union National Bank. 

Some analysts have questioned whether the Clintons could deduct the payments, 
especially because they can't prove McDougal used the money to pay Whitewater 
interest . 

But that may not matter. Under the terms of the loans, the Clintons and the 
McDougals were jointly and severably liable for the Whitewater debt, meaning 
lenders could seek full repayment from either couple in the event of default. 

under those conditions, the IRS will allow deductions for interest payments 
made by one debtor on behalf of another. "As long as you have some kind of 
evidence the payments were interest payments, I think the IRS will take your 
word on it, " says Tom Ochsenschlager, partner with Grant Thornton, a major 
accounting firm. 

-- The creation of Whitewater. The Clintons and McDougals bought the land for 
the Whitewater project in 1978. Purchase price: $ 203,000. 

The venture was initially a partnership between the two couples. But in 1979, 
the land was transferred to the newly formed Whitewater Development. The 
Clintons and the McDougals valued the land at $ 250,000, $ 47,000 more than they 
paid for it. 

White House officials say that gain reflected roads and other improvements 
built by the partners. It also included the "capitalised" interest, the lump sum 
of all the interest they had previously paid on Whitewater loans. 

Using capitalized interest to beef up the value of transferred land is legal, 
experts say. It allows company shareholders to defer tax benefits they otherwise 
would gain by taking interest deductions. 

But it's improper to both capitalise and deduct interest payments. It appears 
the Clintons did both. "That's an absolute no no," says Ochsenschlager. 

If the Clinton planned to beat the IRS, they never followed through. They 
could have done so after they sold their shares in Whitewater to the McDougals 
for $ 1,000 in 1992. 

For tax purposes, the capitalized interest boosted the value of the Clintons' 
stake in Whitewater Development. That should have created a tax loss for the 
couple, which they could have claimed. 

But the Clintons claimed a $ 1,000 capital gain on the Whitewater sale, not a 
loss - thus losing any tax benefit. 

-- The Clinton's 1980 deductions. Some analysts question whether the Clintons 
were entitled to the $ 13,500 in Whitewater interest deductions they claimed 
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that year. Reason: By that time, the project had been transfered to Whitewater 
Development. Thus the company, not the Clintons, was entitled to any interest 
deductions, even if the Clintons made the payments themselves. 

But Cohen rejects that argument. While the project's land was transfered to 
Whitewater Development in 1979, he says, loan documents show its debts weren't 
assumed by the company until several years later. That, he says, left the 
Clintons and the McDougals with the legal responsibility to repay the debt, and 
the legal right to claim any interest deductions. 

-- Lot 13 and the model house. In late 1980, Whitewater Development 
transfered ownership of a lot, valued at $ 5,500, to Hillary Clinton, free of 
charge. Her only cost: a $ 10 transfer tax. She then took out a $ 30,000 loan 
from the Bank of Kingston, controlled by McDougal, to build a model house on the 
lot that could be viewed by potential Whitewater customers. 

In 1981, the Clintons sold the house and lot to a Mississippi man, Hilman 
Logan, who later declared bankruptcy, then died. The Clintons bought the 
property from Logan's estate, then sold it in 1988. They used the proceeds to 
pay off their loan, and claimed a $ 1,640 capital gain on their 1988 return. 

In a recent article. Money magazine argued the Clintons should have declared 
an additional $ 4,990 in capital gains - the $ 5,500 value of the lot, minus the 
$ 10 transfer tax, and minus the $ 500 the couple put into Whitewater when the 
company was formed. 

But Cohen says the issue is murky. The lot transfer could have resulted in a 
financial gain to the Clinton, he says. But any tax benefit, he argues, was 
outweighed by the capital loss they suffered on the sale of their Whitewater 
interest, the loss they never claimed. 

The Clintons' tax payments Here's a look at how much President Clinton and 
Hillary Rodham Clinton reported annually to the Internal Revenue Service in 
adjusted gross income, how much they paid in federal taxes and the percentage of 
their income those tax payments represented. The years shown cover all the years 
Bill Clinton has been in public service. He noted Thursday at his news 
conference that he would release tax-return information for those years. 

Adjusted • Federal Taxes as 


gross 

Year 

taxes 

income 

pet. Of 

paid income 

1977 

$ 41,731 

$ 8,194 

19.6% 

1978 

$ 85,214 

$ 

22,627 

26.6% 

1979 

$ 158,495 

$ 

59,388 

37.5% 

1980 

$ 87,456 

$ 

17,680 

20.2% 

1981 

$ 101,764 

$ 

25,866 

25.4% 

1982 

$ 85,148 

$ 

21,497 

25.2% 

1983 

$ 116,577 

$ 

30,196 

25.9% 

1984 

$ 102,326 

$ 

22,280 

21.8% 

1985 

$ 92,520 

$ 

18,791 

20.3% 

1986 

$ 133,934 

$ 

30,485 

22.8% 

1987 

$ 161,755 

$ 

36,969 

22.9% 

1988 

$ 187,862 

$ 

39,734 

21.2% 

1989 

$ 194,168 

$ 

37,883 

19.5% 

1990 

$ 260,458 

$ 

54,793 

21.0% 
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1991 $ 234,428 $ 49,828 21. 3» 

1992 8 290,697 $ 70,228 24. 2» 

Source: USA TODAY research 


LEXIS -NEXIS’® LEX1S’-NEXIS*« LEXIS’- NEX1S« 

Services of Mead Data Central. Inc 


14755 



2333 


Pate 34 


LEVEL 1 - 13 OF 17 ITEMS 

Copyright 1994 The Mew York Tims Company: Abstracts 
NALL STREET JOURNAL 


March 28, 1994, Monday 
SECTION: Section A; Page 14, Column 1 
LENGTH: 52 words 

HEADLINE: WHITEWATER COUNSEL ASKS WHETHER AIDES OP CLINTON TARGETED FOB IN RTC 
INQUIRY 

BYLINE: BY MICHAEL K FRISBY 
ABSTRACT 

Whitewater special counsel Robert Fiske is investigating whether White House 
aides George Stephanopoulos and Harold Ickes improperly sought to remove a 
political Coe, Jay B Stephens, from the Resolution Trust Corp's Inquiry into 
Madison Guaranty Savings k Loan (M) 

LANGUAGE: ENGLISH 
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HEADLINE: Stephanopoulos Call Played Down ; 

Rep. Leach Says Reaction to Hiring of Republican was 'Pretty Natural* 
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BYLINE: Ann Devroy, Washington Post Staff Writer 
BODY 

The leading Republican critic of President Clinton's involvement in 
Whitewater said yesterday the angry White House reaction to the appointment of a 
partisan Republican to investigate civil cases for the Resolution Trust Corp. 
was "pretty natural” and too much should not be made of it. 

Rep. Jim Leach (Iowa) said it would be "premature to draw any extraordinary 
conclusions" about a phone call senior White House adviser George Stephanopoulos 
made in February to Joshua Steiner, chief of staff at the Treasury Department. 

Sources have described Stephanopoulos as angrily asking Steiner how the RTC came 
to name former federal prosecutor Jay B. Stephens to investigate possible civil 
cases against Madison Guaranty Savings 6 Loan and whether that hiring could be 
reversed. 

Stephens, a former U.S. attorney for the District of Columbia, was sharply 
critical of Clinton when the president fired him as part of the removal of all 
the U.S. attorneys who were appointed by the Bush administration . Stephens also 
has considered running for political office. 

He was hired by the RTC in early February, and among the cases the agency is 
examining for a possible civil action is the Rose Law Firm's representation of 
Madison before Arkansas regulators. Hillary Rodham Clinton, then a partner at 
Rose and a partner in the Whitewater Development Corp. with her then-governor 
husband and James B. McDougal, who owned Madison, asserted to the state 
regulators that Madison was on the road to financial health. It later collapsed, 
requiring a $ 60 million taxpayer bailout. 

Leach, the senior Republican on the House Banking Committee who is leading 
the GOP charge on Whitewater, said on NBC's "Meet the Press” yesterday that the 
Stephanopoulos phone call "may have been a mistake" but he added, "I hope we 
don't make too much of this part of the story.” 

Instead, Leach pressed for a full congressional investigation of the 
relationship between Madison and Whitewater. Leach has maintained that 
Whitewater and Madison were so intertwined that the Clintons ended up with 
financial benefits from Madison even as it was collapsing and their Whitewater 
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land development was failing. The president maintains he lost $ 46,000 on 
Whitewater. 

Leach's benign view of the Stephanopoulos conversation, first reported 
Saturday in The Washington Post, was backed by House Speaker Thomas S. Poley 
(D-Wash. ) and, perhaps unexpectedly, by another former official. Marlin 
Fitswater, the press secretary to President George Bush. 

"I have to admit that if you stand in George Stephanopoulos 1 s shoes, it would 
be a little difficult not to be surprised and outraged by that appointment" of 
Stephens, Fitzwater told a C-SPAN interviewer. 

Fitzwater called the angry reaction "pretty normal," echoing White House 
counsel Lloyd Cutler's terminology — "perfectly natural" --in describing the 
move. 


Stephanopoulos has said he called Steiner, a longtime friend, to ask how the 
appointment had occurred and to vent some anger. When Steiner told him that 
nothing could be done about appointments by an independent regulatory agency. 
Stephanopoulos said, that was the end of the discussion. 

"I don't think there is any evidence they tried to get rid of Jay Stephens," 
Foley said yesterday, adding, as Cutler had said, that it would be "natural" for 
the White House to be concerned about the appointment. In retrospect, he said, 
White House aides may have failed to display "good political judgment” in their 
handling of the unfolding Whitewater problem, but he lamented an atmosphere in 
which virtually everything the White House does on the issue has become suspect. 

Foley said he expects the House will hold hearings on Whitewater as early as 
May, and Leach said, "I think this query should proceed forthrightly and 
hopefully can be put behind us .in a month or two." 

White House officials have been resigned to a more drawn-out process going 
into summer and would be ecstatic, at this point, to have Whitewater behind them 
in a month or two. 

LANGUAGE: ENGLISH 
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HEADLINE: ETC worker spotted trail after '92 tip 
BYLINE: Michael Hedges; THE WASHINGTON TIMES 
DATELINE: KANSAS CITY 

BODY j 

KANSAS CITY - Working out 
building here. Resolution Trust Corp. investigators headed by Laura Jean Lewis 
in 1992 and 1993 set in notion events that could result in lasting damage to the 
Clinton presidency. , 

Beginning with a tip! that the Madison Guaranty Savings and Loan had made 
some questionable transactions, Mrs. Lewis - then an BTC investigator in Tulsa, 
Okie. - found herself in warehouses trying to make sense of incomplete, 
deteriorating Madison records. 

But enough still existed for Mrs. Lewis to reach some startling 
conclusions, such as that Bill Clinton and his wife may have been involved in 
money being funneled from Madison to Clinton campaigns and a land deal called 
Whitewater that the Clintons shared with Madison owner James McDougal, officials 
said. 


of first-floor offices in the old Board of Trade 


Those findings - contained in two separate reports outlining criminal 
referrals prepared after Mrs. Lewis came to Kansas City in 1992 - touched off 
what some investigators believe were unethical efforts by offioials in 
Washington to contain the damage and control the investigation. 

The work by Mrs. Lewis, 40, and the other Kansas City investigators on the 
Madison case have become the fulcrum upon which Republicans plan to pry open the 
mysteries of Whitewater-Madison during congressional hearings. 

On Thursday Rep. Jim Leach, Iowa Republican, released dozens of documents 
in which Mrs. Lewis outlined her investigation and described some of the 
pressure she said she had received from the "head people" at RTC to "get them 
off the hook.” 

Mrs. Lewis, her voice a competition between the soft drawl of her native 
Texas and the bronchitis that has kept her from work recently, said, "There is 
really nothing I can say about the investigation." She said she anticipated 
being a witness before congressional committees and in special counsel Robert B. 

Fiske Jr.'s probe. "This is a sensitive issue. For my own reasons, I don't 
want to discuss it with you at all," she said. 
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Almost inevitably, Mrs. Lewie' character, motives and professionalism are 
becoming part of the Nhitewater-Hadison story. 

There are federal regulators who accuse her of being oversealous, of 
misinterpreting innocuous comments as pressure to back off her findings. 

Others, including some RTC investigative officials, applaud her 
professionalism. "It would have been very easy for her to step away from this, 
to just not push hard on what was obviously an investigation with the potential 
to complicate her life,” said one. "She didn't do that. What she did do took 
courage. As far as I know, she just said, 'Let the chips fall.' * 

Mrs. Lewis has been accused of being a leaker in the case. When she was 
abruptly removed from the investigation in November, boom officials not directly 
involved said that was the reason given. She denied that, as have others close 
to the case. Indirect evidence released by Mr. Leach, appears to support that 
she was not the leaker. 

Many of her findings were kept under wraps until some details were revealed 
last week by Mr. Leach: 

* "Losses to Madison from the Whitewater account alone would easily exceed 
$100,000," she wrote, adding that "the end loss result from the entire scam . . 

. would be hundreds of thousands of dollars in what were essentially 
unauthorized loans." 

Administration and congressional sources said that investigators eventually 
concluded that as much as several hundred thousand dollars in questionable 
expenditures were paid by Madison accounts . At least some of that money either 
ended up in a Whitewater account or went to pay Whitewater- related expenses, the 
sources said. 

While some of the checks, written by Mr. McDougal, reflect apparently 
legitimate expenses incurred by the Whitewater project, others have not been 
explained. 

* Kansas City investigators, including Mrs. Lewis, believed they were being 
taken off the case, and that it was being stalled because it was politically 
hot. In a Nov. 10 e-mail memo to her colleagues in Kansas City, Mrs. Lewis 
said, "The Powers That Be have decided that I'm better off out of the line of 
fire on this." 

Officials said one reason that Kansas City investigators thought their work 
was being stalled was the decision inside the RTC to have the criminal referrals 
screened by Professional Liability Section lawyers, which they believed to be 
unusual. 


RTC spokesmen in both Washington and Kansas City have refused to discuss 
details of how the agency handled the Madison case. But in both cities the 
officials have said the agency did not violate accepted procedures. 

However, records show that in November 1993 a senior RTC official in 
Washington went to Kansas City to evaluate the referrals. Agency experts called 
that a "highly unusual" decision. 
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Mrs. Lewie wrote et the time: "Cut to the bottom line. Be is coming here 
because he want* to be convinced that there either is or is not a very good case 
behind those referrals . . . and how he can best deal with a very sensitive 
political situation." 

By that time Mrs. Lewis had filed two separate reports to federal 
prosecutors, one in September 1992 outlining a single criminal referral, and 
another in October 1993, detailing what she believed were nine possible criminal 
acts. 

Paula Casey, a friend of President Clinton's who was named U.S. attorney in 
Little Rock, declined to investigate the initial referral, which reached her 
after a long delay. She did so about two weeks after she had received the 
second report with nine referrals. 

Mrs. Casey later recused herself from the case, while declining to discuss 
specifics, she has defended her handl ing of the case. 

In February this year, as Whitewater was building as a national news story, 
another RTC official from Washington visited Mrs. Lewis. April Breslaw, an RTC 
attorney, already had an indirect involvement in the Madison case, having 
overruled three subordinates to* give Hillary Rodham Clinton's Rose Law Firm a 
Madison- related contract in 19B9 that netted the firm $400,000. 

The February 1994 meeting between Mrs. Lewis and Ms. Breslaw is destined 
to be thoroughly explored by Mr. Fiske and at congressional hearings. 

Mrs. Lewis claimed in a lengthy memo written at the time that Ms. Breslaw 
told her that RTC "head people" were concerned about her probe and that there 
were "certain answers" they would be happier about because it would "get them 
off the hook." 

When that charge was made, Ms. Breslaw "categorically denied" it. But on 
Friday Mr. Leach released a statement indicating that the Lewis-Breslaw meeting 
was at least partially taped, and the tape is "completely consistent" with Mrs. 
Lewis ' version. 

Mrs. Lewis recently took a brief vacation away from Kansas City, and at 
least metaphorically away from the swirling controversy of Whitewater-Madison . 
Upon her return, she took a medical leave, seeking to beat a bad case of 
bronchitis. While on sick leave, she was transformed by Mr. Leach's speech on 
the House floor Thursday from an obscure investigator in Kansas City to a key to 
what could be the biggest scandal of the Clinton presidency. 

Reached after she came back from the brief sojourn, a reporter asked her 
about a rumor she had been ordered out of town. She emphatically denied it, 
saying she'd left town of her own choice. But in an aside that may apply beyond 
the immediate context of the brief out-of-town trip, she said: "Nobody has 
coerced me. If anybody had, I'd be squawking loud and long." 
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The ranking Republican on the Senate Banking Committee said yesterday that 
senior White House aides may be guilty of obstruction of justice if they tried 
privately to remove a lawyer retained by the Resolution Trust Corp. in 
connection with the Whitewater -Madison affair. 

"While the White House was denying it had interfered with the Whitewater 
investigation and Deputy Treasury Secretary Roger Altman was telling the Senate 
Banking Committee the same thing, George Stephanopoulos was calling his friends 
at the Treasury Department regarding the hiring of Jay Stephens,” Sen. Alfonse 
M. D' Amato, New York Republican, said in a statement. 

"These alleged acts, if true, may amount to an obstruction of justice,” he 
said. 

But Rep. Jim Leach, Iowa Republican and the chief House Republican critic 
of President Clinton, yesterday downplayed the aides' actions and said he still 
believes the president's problems are ethical, not criminal. 

"I think the White House may have made a mistake, but I think it'd be 
premature to draw any extraordinary conclusions,” Mr. Leach said on NBC's "Meet 
the Press." "I hope we don't make too much of this part of the story." 

Both men were referring to contacts with senior Treasury Department 
officials by Mr. Stephanopoulos, a Clinton senior advisor, and by White House 
Deputy Chief of Staff Harold Ickes, to complain about the hiring of Jay B. 
Stephens to investigate civil claims from the failure of Madison Guaranty 
Savings and Loan Association. 

Mr. Stephens, a legal aide in the Reagan administration, was fired as U.S. 
attorney for the District of Columbia last March, two months after Mr. Clinton 
took office. 

At the time, Mr. Stephens charged that his dismissal was aimed at thwarting 
his office's still -continuing investigation of House Ways and Means Chairman Dan 
Rostenkowski, Illinois Democrat, in the House Post Office scandal. 
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According to this week's Issue of Time magasine, Mr. Stephanopoulos and Mr. 
Zckes placed a conference call on Feb. 25 to Deputy Treasury Secretary Roger 
Altman, the acting head of the RTC, after learning that the independent 
regulatory agency had retained Mr. Stephens a day earlier. 

In a second conversation on Feb. 25, Time reports, Mr. Stephanopoulos 
called Treasury Department Chief of Staff Joshua Steiner to discuss ways to "get 
rid of" Mr. Stephens. 

Mr. Stephanopoulos told CNN on Saturday that he had expressed anger at the 
hiring of Mr. Stephens but was "just trying to get information." 

Mr. Altman, Mr. Steiner and Mr. Stephanopoulos were subpoenaed by 
Whitewater -Madison special counsel Robert B. Fiske Jr. to testify before a 
federal grand jury about White House -RTC contacts at a time the Clintons were 
under investigation by the regulatory agency charged with dealing with failed 
SSLs. 


Mr. Clinton refused to discuss the telephone calls yesterday. 

"Thera is not a damn thing he wants to say today," spokesman Jeff Eller, 
with the president in Dallas, told reporters. "He stands behind George 100 
percent” but didn't want to voice those sentiments just yet, Mr. Eller said. 

House Speaker Thomas S. Foley, Washington Democrat, also appearing on the 
NBC program, said the contacts between White House aides and Treasury officials 
were "just telephone calls for information that are being played up as some kind 
of an impropriety." 

"We've lost the proportionality here in this whole matter going from being 
concerned about interference to being concerned about appearance of 
interference, to be concerned about appearances of appearances of interference, ” 

Mr. Foley said. 

Mr. D' Amato said in his statement that he will be "providing additional 
information, that has not yet been made public, to Mr. Fiske involving improper 
conduct by members of the Executive branch in the Whitewater matter.” 

He provided no details in his statement but added, "In light of the fact 
that new information is uncovered on a daily basis, it's important that the 
press and the public continue their quest for the facts because I suspect there 
is more to be learned." 

Mr. Leach said yesterday of the White House aides: "It's natural that they 
would be upset (with the Stephens appointment]." But, he noted, "It was probably 
a mistake to convey this in a way that may or may not have implied trying to 
release him from this job." 

The congressman framed the episode as the latest in a string of missteps by 
the administration regarding disclosure of the Clintons' involvement with 
Madison and its owner, James B. McDougal, who was their partner in the 
Whitewater Development Corp., a northern Arkansas real estate venture. 

Mr. Leach said he saw no evidence of criminal wrongdoing so far. 
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"This Is « breach of public ethics, in sy judgment, that occurred prior to a 
president taking office. It isn't a breach of the law after a president has 
taken office, which is a major distinction with Watergate," he said. 

As a presidential candidate. Nr. Clinton made much of the ethical problems 
of his predecessors, often singling out the SSL crisis as the result of a 
climate that allowed greedy Republicans and CEOs to take advantage of the public 
trust, Mr. Leach said. 

While agreeing with much of Mr. Clinton's characterization of the 1980s, 

Mr. Leach said, "whether he has the moral stature to make those criticisms is 
open to question . " 

Last week Mr. Leach said there was evidence to suggest that federally 
insured deposits in Madison were used to cover interest payments on loans to the 
Clintons covering their investment in the Whitewater project. 

He also said other Madison deposits may have been diverted to cover campaign 
debts incurred by Mr. Clinton in his bid for re-election as Arkansas' governor. 
Federal regulators have estimated that covering the federally insured deposits 
lost by Madison will cost taxpayers at least $47 million. 

ABC News reported last evening that the Clintons will turn over to Mr. 
McDougal Whitewater documents he says he needs to file tax returns. 

* Frank J. Murray in Dallas contributed to this report, which is based in 
part on wire service reports. 

GRAPHIC: Photo, Rep. James Leach says it would have been wrong but not a 
crime if the White House pressured Treasury officials about an RTC 
investigator.. By AP 
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Copyright 1994 Hew* World Communications, Inc. 
The Washington Times 

March 28, 1994, Monday, Pinal Edition 

SECTION: Part A; COMMENTARY; OP-ED; Pg. A23 

LENGTH: 1754 words 

HEADLINE: Bill Clinton and Spiro Agnew 

c. 

BYLINE: Kelly Johnston 
BODY 


An ambitious national public official resigns his office to stop the dogged 
pursuit of federal prosecutors over financial dealings that took place largely 
while he served as the governor of a small state, before he assumed national 
office. 

The witnesses are former associates of the official who themselves were 
granted immunity from prosecution for their own crimes. To the bitter end, and 
even beyond, the disgraced former leader pleads innocence, but resigns to spare 
his country and his family from a painful ordeal. 

A future story about Bill Clinton and Whitewater? Guess again. It's the 
true story of another prominent public figure whose slippery path to disgrace 20 
years ago bears an eerie resemblance to today's Whitewater developments. 

Former Vice President Spiro Agnew resigned shortly before appearing in a 
Baltimore, courthouse on Oct. 10, 1973, to plead no contest to one count of tax 
evasion. Many pundits have rushed to compare Whitewater to Watergate, but Mr. 

Agnew' s cass, at least from what we know now, may be a closer match. 

To be sure, there are significant differences between the two cases: Mr. 

Agnew was vice president, Mr. Clinton is president, unlike Whitewater, no 
special prosecutor was ever appointed to investigate Mr. Agnew. Mr. Agnew 's 
alleged crimes seemed relatively simple and straightforward compared to the 
complicated maze of financial dealings involving Whitewater Development Corp., 

Madison Guaranty Savings and Loan, the Rose Law Firm, and a whole host of 
other businesses, government entities and political cronies. 

But the comparisons between Mr. Agnew and Mr. Clinton are noteworthy. 

Both served as governors of relatively small states. Their troubles were rooted 
in financial dealings that took place before they assumed national office. The 
investigations began under the leadership of federal prosecutors, who granted 
immunity to gain the testimony of persons who themselves were under 
investigation or indictment. The statute of limitation became an issue. 

Congress played in pivotal role. 

How it began. 
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Mr. Agnew's troubles began whan the Maryland U.S. Attorney's Office began 
investigating bribes and kickbacks involving Maryland public officials. 

Mr. Clinton's Whitewater woes first surfaced in a Resolution Trust Corp. 
criminal referral in October 1992 that suggested Mr. Clinton could have 
benefited from an apparent check-kiting scheme involving Whitewater while he was 
governor of Arkansas. Interestingly, Whitewater was also being investigated by 
career federal prosecutors until the president gave' in to demands for a special 
counsel in early January. 

As is common in criminal investigations that target prominent individuals, 
both Mr. Agnew's and Mr. Clinton's chief accuser were granted immunity by 
federal prosecutors in exchange for their testimony. In Mr. Agnew's case, 

Maryland businessmen Lester Mats, I.H. Hammerman 2d and Jerome Wolff were 
granted immunity in exchange for their testimony. In Clinton's case. Special 
Counsel Robert Fiske on March 21 granted limited immunity to former Arkansas 
Judge David Hale in exchange for two guilty pleas to felony charges. 

Hale, a prominent and active supporter of the Arkansas Democratic political 
establishment, was also a small businessman whose company gave federally-backed 
loans to support the business endeavors of some leading Arkansas politicians, 
including now- Gov. Jim Guy Tucker, as well as to Whitewater. After Hale failed 
to win a plea-bargain agreement with Clinton- appointed U.S. Attorney Paula 
Casey, he publicly accused Mr. Clinton last November of pressuring him to issue 
an apparently illegal loan to the Clinton's Whitewater partner, Susan McDougal. 

Ms. Casey recused herself from the case shortly thereafter. 

But in 1973, Maryland U.S. Attorney George Beall did not recuse himself 
from Agnew's case, although he certainly could have. Mr. Beall's appointment 
was cleared by then-vice President Agnew (he was given the courtesy of 
personally clearing presidential appointees from his home state) . Mr. Beall was 
also the brother of then-U.S. Sen. J. Glenn Beall Jr., a Republican. 

Nonetheless, Mr. Beall and his assistant U.S. attorneys aggressively pursued 
allegations of wrongdoing by Mr. Agnew, despite the fact that he was not the 
initial target of their investigation. 

Low Incomes. 

Both Mr. Clinton and Mr. Agnew were paid relatively low salaries as 
governors. Mr. Agnew's annual salary was $25,000. Mr. Clinton was paid 
$35,000 annually. During their respective tenures, each was among the 
lowest-paid state chief executives. And neither were considered wealthy either 
before or during their early public careers. 

Mr. Agnew best explained why salary is significant in his 1980 book, "Go 
Quietly or Blse." Of the gifts received form his friend, Mr. Hammerman, (which 
totaled about $9,000 to $10,000 over some eight years), Mr. Agnew wrote: "He 
knew that I had accumulated very little savings from my modest earnings, and had 
no outside income. I could not possibly make ends meet on my 
twenty- five- thousand-dollar salary as governor or sixty- five- thousand- dollar 
salary as vice president and fulfill all the financial and social obligations of 
those offices. Rich men can do so from their reserves, but I had no reserves." 

Mr. Clinton's financial woes may have been similar during his reign as 
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governor. Hie Whitewater partner Janes MeOougal told the Los Angeles Tines 
(Hov. 14, 1993) that Mr. Clinton, while jogging one noraing, stopped by his 
office in 1984. Claiming that finances were tight, he asked Mr. McDougal to 
throw some of Madison's legal business toward his wife, Hillary Rodham Clinton, 
than a partner in the Rose Law Firm. Shortly thereafter, Mr. MdDougal retained 
Mrs. Clinton to represent Madison. 

Problems go with them to Washington. 

Both Whitewater and Mr. Agnew's problems spilled over into their tenure in 
national office. In Mr. Agnew's case, prosecutors pursued a claim by Lester 
Mats, a professional engineer from Baltimore, that Mr. Agnew accepted $10,000 
and $2,500 in illegal cash payments, some of it in exchange for help in getting 
a General Services Administration contract. 

Whitewater's woes also went with Mr. Clinton to Washington in early 1993. 

Then -Deputy White House Counsel Vince Foster had personally supervised the 
preparation of three years' worth of Whitewater income tax returns that had not 
been filed with the Internal Revenue Service, as law requires. The 
controversial handling of Mr. Foster's Whitewater files by other Clinton aides 
immediately following his death has become a significant issue. 

Role of Congress. 

According to an account in "A Heartbeat Away, ” Richard M. Cohen and Jules 
Witcover's account of Mr. Agnew's investigation and resignation, Mr. Agnew 
travelled to Speaker Carl Albert's office on the afternoon of Sept. 25, 1973, 
to personally present him a letter asking for a House inquiry. In the letter, 

Mr. Agnew cited a constitutional provision that "bars a criminal proceeding of 
any kind - federal or state, country or town -against a president or 
vice-president while he holds office." 

The letter, as published in the Congressional Record of that day, further 
cited the 1826 "Calhoun precedent, ” where then- Vice President John C. Calhoun 
successfully asked the Bouse to investigate charges that he had improperly 
profited from any Army contract while he had been secretary of war. The House 
named a select committee, which in 1827 exonerated Calhoun of any wrongdoing . 

Quoting Calhoun, Mr. Agnew argued that the House was the repository of " 'the 
sole power of impeachment' and the 'grand inquest of the nation,' and called on 
the House to 'discharge its Constitutional obligation.' ” 

The same day Mr. Agnew spoke to Mr. Albert, the Justice Department 
presented its evidence before a federal grand jury in Baltimore. 

The next day, Mr. Albert denied Mr. Agnew's personal plea for a House 
investigation. In a terse statement read to the House by then-Majority Leader 
Thomas P. "Tip" O'Neill, Mr. Albert said, "The vice president's letter relates 
to matters before the court. In view of that fact, I, as Speaker, will not take 
any action on the letter at this time." 

For more than four months, the Clinton White House and congressional 
Democratic leaders also hid behind legal proceedings - the special counsel's 
investigation - to avoid hearings or any kind of investigation. Not until 
mid-March did Senate and House leadere yield to carefully-worded resolutions to 
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structure hssrlngs in consultation with the special counsel. 

Bow Serious? 

■1 admit that I did receive payments during the year 1967 which were not 
expended £or political purposes and that therefore these payments were income, 
taxable to me in that year, and that Z so knew," Mr. Agnew told federal Judge 
Walter B. Hoffman before sentencing on a single count of tax evasion. 

Bo one has accused Mr. Clinton of tax evasion, but various news 
organisations, including the New York Times, have asked whether Mr. Clinton 
used Madison to convert campaign funds to personal funds. Money Magazine's 
April issue features its own audit of the Clintons' tax returns for the years 
1980-1992, claiming they may owe $45,000 in back taxes, interest and penalties. 
Whitewater Development Corp. didn't file income tax returns for three years. 

In the absence of further public disclosure by the Clintons, action by the 
special counsel and congressional hearings, it is not possible to know just how 
serious the Whitewater offenses may be. But Mr. Agnew' s resignation was driven 
as much by a desire to spare President Nixon and the country a trial while 
Watergate raged as it was to get the Justice Department off the vice president's 
back. 

This fate may never befall* Mr. Clinton. Whitewater may turn out to be, as 
he and Mrs. Clinton have asserted, just another failed real-estate deal. But 
the similarities between Me. Agnew 's apd Mr. Clinton's experiences underscore 
the potential seriousness ££: Whitewater) and why a growing number of Americans 
are telling pollstemgi thaft’l$ f is *a jmatt^r worth investigating. 

Kelly Johnston fp^paflkati rector of ^he U.S. Senate Republican Policy 
Committee. 

LANGUAGE : ENGLISH : : J: -V • ‘ 

LOAD-DATE-MDC : March 28, 1994 


LEXIS- NEXIS'W LEXIS- NEXIS« LEXB-NEXB'» 

Services of Mead Data Central. Inc 


14768 



2346 


XMTBROFFXCE MEMORANDUM RESOLUTION TRUST CORPORATION 

RESOLUTION TRUST CORPORATION SOI 17th 8TREET, M.W. 
DIVISION OF LEGAL 8ERVICB8 WASHINGTON, D.C. 20434-0001 
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Paralegal 

DATE: March 28, 1994 

SUBJECT: News Articles Concerning Madison Guaranty 


Attached are thirty-one (31) news articles from Nexis, 
relating to Madison Guaranty, dated March 26-27, 1994. 
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March 27, 1994, Sunday, AM cycle 
SECTION: Washington Dateline 
LENGTH: 711 words 

HEADLINE: RTC Investigator Waged Lonely Battle for Clinton Probe 
BYLINE: By RICHARD KEIL, Associated Press Writer 
DATELINE: WASHINGTON 
BODY 

For months, a federal investigator named Jean Lewis labored to get her 
superiors to take seriously a check-kiting scheme at an Arkansas savings and 
loan that she believed might have benefited President and Mrs. Clinton. 

Lewis, an investigator in the Resolution Trust Corp.'s Kansas City, Mo. 
office, was for months the lone voice calling for a probe into the relationship 
among the Clintons, the Whitewater Development Corp. and the failed Madison 
Guaranty Savings and Loan. 

Her actions came to light last week when Rep. Jim Leach, R-Iowa, released a 
series of memos, notes and electronic mail messages between Lewis and her 
colleagues. Now, she is likely to be a key in special prosecutor Robert Fiske's 
Whitewater probe and the RTC's ultimate decision about whether to pursue civil 
actions against those involved in the failure of Madison. 

Madison's owner, James McDougal, was acquitted in 1990 of federal bank fraud 
charges arising from the SfcL's failure. 

Lewis was assigned to take another look at Madison in 1991. As she probed, 

Lewis came to wonder: If the Clintons had put no money in Whitewater, and it was 
generating little cash flow, how was the $ 202,000 in loans being paid off? And, 
she wrote in a Feb. 2, 1994, memo: Shouldn't the Clintons' suspicions have grown 
since they knew that their Whitewater co- investor, McDougal, headed an SAL that 
was commonly known to be in bad financial shape? 

In one memo to her own file, Lewis related how a lawyer with the Federal 
Deposit Insurance Corp. in Washington, April Breslaw, had told her "the people 
at the top" wanted to say that Whitewater did not cause a loss to Madison. 

Lewis wrote that Breslaw said the superiors wanted a "honest answer" but 
would be "happier about certain answers that would get them off the hook." Lewis 
wrote that she reiterated to Breslaw that her belief that Whitewater had caused 
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losses to Madison. 

Breslaw did not return a call from The Associated Press. But in an interview 
last week with The New York Times, Breslaw disputed Lewis' assertion and 
criticized the quality of her investigation. 

"I categorically deny the accusation that I said anybody from Washington 
wanted any particular outcome on any issue," she said. "That's a complete 
fabrication.” 

In the documents released by Leach, Lewis accused the Clintons of no 
wrongdoing. But after tracking $ 70,000 that McDougal ^shifted from Madison to 
Whitewater in 1985, she said the Clintons' might have been the unwitting 
beneficiaries of Madison's defrauding. 

RTC spokeswoman Felicia Neuringer declined to comment on Leach's statements 
or anything in the documents he released last week. 

Lewis did not respond to a message left on her office answering machine. But 
she told the Kansas City Star: "My hands are tied. I'd like to keep my job.” 

Several colleagues and one of her superiors spoke highly of Lewis' abilities 
as an investigator but declined to be quoted by name. 

However, others take a dim view of her work, particularly Sam Heuer, 

McDougal 's attorney. Heuer called Lewis "a lady who appears to be on a 
one-person vendetta in the RTC against Madison Guaranty and President 
Clinton. " 

And some in the RTC agreed with Heuer ' s arguments that Lewis' referrals 
naming the Clintons were simply not worth pursuing. 

Lewis' resiliency was tested when her first recommendation that the Clintons 
be subjected to a criminal investigation was rejected. She followed up with a 
second similar recommendation. 

Finally, Lewis was taken off the case - to her temporary relief, she said. 

"The Powers that Be have decided that I'm better off out of the line of fire 
(and I ain't arguing)," Lewis wrote in a Nov. 10, 1993, e-mail message to 
colleagues that was released by Leach. 

Before being removed, Lewis worked from May to October 1993 to learn from the 
Justice Department what had become of the Madison case. Unfamiliar with the 
department's structure, Lewis took a month to locate someone in the agency who 
could help her track it. But even then, Lewis never spoke directly to the 
Justice officials in Washington who personally dealt with the case. 

Ultimately, she learned that the U.S. attorney's office in Little Rock, Ark., 
had decided much earlier against prosecuting the case without more evidence. 
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March 27, 1994, Sunday, AM cycle 
SECTION: Washington Dateline 
LENGTH: 837 words 

HEADLINE: Leach unperturbed by Stephanopoulos>Ickes Call to Altman 

DATELINE: WASHINGTON 

BODY 

The leading Whitewater critic in Congress said Sunday he didn't want to draw 
premature conclusions about two top White House aides' complaints to a Treasury 
official over the hiring of a former GOP prosecutor in the case. 

"I hope we don't make too much of this part of the story," Rep. Jim Leach, 
R-Iowa, said on NBC's "Meet the Press." 

"It's natural that they would be upset" with a decision by the Resolution 
Trust Corp. to retain form U.S. Attorney Jay B. Stephens to investigate the 
failed Madison Guaranty Savings and Loan, Leach said of senior white House 
aides Harold Ickes and George Stephanopoulos. 

However, "it was probably a mistake to convey this in a way that may or may 
not have implied trying to release him (Stephens) from this job, " Leach said of 
the Peb. 25 call from Stephanopoulos and Ickes to Deputy Treasury Secretary 
Roger Altman. 

Meanwhile, the white House challenged published speculation that Hillary 
Rodham Clinton did not put any of her own money at risk to realize roughly $ 
100,000 in cattle futures trading profits in 1978 and 1979. 

Newsweek magazine reported that Professor Marvin A. Chirelstein of the 
Columbia university Law School told it Mrs. Clinton did not invest any money of 
her own, an assertion Chirelstein denied making in a telephone interview Sunday. 

Chirelstein, one of the experts called in by the White House to substantiate 
information on newly released Clinton tax returns for 1977-79, issued a 
statement - distributed by the White House - calling the Newsweek article "false 
and irresponsible." 

He subsequently told The Associated Press that he had no knowledge of whether 
Mrs. Clinton put up any of her own money in the commodity trading because he was 
given no documentation concerning that portion of their tax returns. 
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He did acknowledge having a "speculative” discussion with a Newsweek reporter 
on the commodity trading issue, but says he was misunderstood and now regrets 
even discussing a matter on which he had no firsthand knowledge. 

Chirelstein said he was given underlying documentation - such as canceled 
checks and bank ledgers - only on the Whitewater- related portions of their 
returns . 

"The truth ... is that Mrs . Clinton used her own money, and invested at her 
own risk, in making her commodities investment," said a statement issued jointly 
by Lisa Caputo, Mrs. Clinton's press secretary,, and John Podesta, the white 
House staff secretary. 

However, the White House has consistently declined to say how much of her own 
money Mrs. Clinton put at risk. 

Newsweek said it stands by Chirelstein 's quotes in its story and that "he 
offered his interpretation of Mrs. Clinton's commodities trading. He spoke 
without reservation and indicated that he had seen the relevant financial 
documents . " 

In another development, ABC reported Sunday evening that the Clintons will 
turn over to former Whitewater partner James McDougal documents on the land 
venture so he can file his tax returns . McDougal has complained publicly that he 
has been unable to get the records despite a contractual obligation that they be 
turned over to him in connection with his purchase of the Clintons' share in the 
corporation. 

Stephens, a former White House legal aide in the Reagan administration, was 
fired as U.S. attorney for the District of Columbia last March, two months after 
Clinton took office. 

At the time, Stephens publicly implied that his dismissal was aimed at 
thwarting his office's still -continuing investigation of House Ways and Means 
Chairman Dan Rostenkowski , D- 111 . , in the House Post Office scandal. 

The white House has acknowledged that Stephanopoulos and Ickes placed a 
conference call after learning that the RTC had retained Stephens a day earlier 
to pursue possible civil claims against the failed Arkansas thrift. 

White House spokesman Jeff Eller, in Dallas with Clinton on Sunday, said the 
president "stands behind George (Stephanopoulos) 100 percent." 

Last week, Leach said there was evidence to suggest that federally insured 
deposits in Madison were used to cover interest payments on loans to Clinton and 
his wife covering their investment in the Whitewater land development 
enterprise . 

He also said other Madison deposits may have been diverted to cover campaign 
debts incurred by Clinton in his bid for re-election as Arkansas' governor. 

Federal regulators have estimated that covering the federally insured deposits 
lost by Madison will cost taxpayers at least $ 47 million. 

Stephanopoulos told CNN he had expressed anger at the hiring of Stephens but 
was "just trying to get information.” 
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"They probably had raaaon to be angry," Leach said, though that "doesn't mean 
you call the potters that be to try to get him fired. Whether they did that or 
not, nobody knows. But ... it would be premature to draw too heavy conclusions 
from it." 

House Speaker Tom Foley, D-Wash., appearing on the same program, said, 
"there's nothing to suggest any impropriety here. ... We've lost the 
proportionality here in this whole matter." 
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SECTION: A; Pg. 22 
LENGTH: 42S words 

HEADLINE: Treasury official's diary scrutinized; 

Notes may shed light on Whitewater 

BYLINE: ANN DEVROY; Washington Post 

DATELINE: WASHINGTON 

BODY 

WASHINGTON -- Special counsel Robert B. Fiske Jr. is 
examining a diary of the Treasury Department's chief of staff that 
contains notes of conversations among Treasury and White House 
officials on the investigation of Madison Guaranty Savings fc Loan, 
the failed Arkansas thrift at the center of the Whitewater 
controversy. 

Sources familiar with the investigation said the diary was 
kept by Joshua Steiner, chief of staff to Treasury Secretary Lloyd 
Bentsen, and was turned over to Fiske under the subpoena issued to 
White House and Treasury officials two weeks ago. 

According to a source, Steiner's diary provided the first 
information to Fiske on the conversation last month in which senior 
White House adviser George Stephanopoulos expressed alarm about the 
appointment of former Republican federal prosecutor Jay B. Stephens 
to handle possible civil suits growing out of the Resolution Trust 
Corp . ' s probe of Madison ' s failure . 

One area of the RTC civil investigation concerns the 
potential liability of the Rose Law Firm, including former partner 
Hillary Rodham Clinton, for its representation of Madison. 

Stephanopoulos and Deputy White House Chief of Staff Harold Ickes 
also had called Deputy Treasury Secretary Roger C. Altman, who is 
serving as acting head of the RTC, to complain that the hiring of 
Stephens was an ""outrageous choice,'' sources have said. 

The source familiar with the Fiske probe said Saturday that 
the diary also sheds new light on discussions within the 
administration about Altman's decision to recuse himself from 
matters relating to the RTC's investigation of Madison. Altman, as 
acting head of the RTC, withdrew from participation in any 
Madison- related decisions after revealing to a Senate committee 
that he had briefed senior white House officials on the case. 
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I ekes and Stephanopoulos were furious that Altman had 
announced his recusal without telling White House officials, 
prompting their Feb. 25 call to him. 

Steiner, in conversations with Fiske investigators, has said 
that a third White House official, staff secretary John Podesta, 
raised the subject of Altman's recusal with him. His diary, sources 
said, mentions the conversation with Podesta. 

Podesta declined comment Saturday. Podesta was subpoenaed on 
Friday to appear before the grand jury this Thursday . 

The subpoenas of Stephanopoulos on March 17 and Podesta on 
March 25 suggest that Fiske may be using the Steiner diary as a 
guidebook in probing the contacts between the White House and 
Treasury. 


GRAPHIC: Mug: Robert B. Fiske Jr. 
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DALLAS -- The White House Saturday downplayed reports that 
two presidential aides attempted to remove a prominent Republican 
hired by federal authorities to investigate a failed Arkansas 
thrift with ties to President Clinton, but acknowledged that they 
had acted improperly. 

In a statement released here where Clinton was attending the 
wedding of his half-brother, Roger, White House counsel Lloyd 
Cutler said it was ""perfectly natural" for Clinton advisers 
George Stephanopoulos and Harold Ickes to be outraged about the 
hiring of former District of Columbia U.S. Attorney Jay Stephens by 
the Resolution Trust Corporation. 

But Cutler said phone conversations the two aides had with 
Treasury Department officials last month inquiring about whether 
Stephens could be fired should not have taken place. 

""As with other discussions with Treasury officials, it 
certainly would have been better had these conversations not 
occurred, ' ' Cutler said in the statement, promising that ""such 
conversations" would not happen again. 

The RTC, an arm of the Treasury Department responsible for 
closing out failed SfcLs, hired Stephens to handle possible civil 
lawsuits growing out of the federal probe of Madison Guaranty 
Savings and Loan and the related Whitewater land development 
venture started by the Clintons. Stephens was dismissed from his 
U.S. attorney job by the president last year and replaced with a 
Democrat. He has been critical of Clinton ever since. 

The aides. Cutler explained in the statement, were merely 
trying to find out how such an outspoken opponent of the president 
could be hired as an outside attorney to help in an investigation 
linked to Clinton's Whitewater land development deal. 
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But the conversations , which took place on Feb. 25 with 
Deputy Treasury Secretary Roger Altman and Treasury Chief of Staff 
Joshua Steiner, marked the first time in the Whitewater matter that 
the White House appeared to interfere directly with the sensitive 
federal probe. 

Time magazine also reported over the weekend that the phone 
calls by Stephanopoulos and Ickes could prompt charges of White 
House obstruction of justice if the Justice Department's special 
counsel Robert Fiske decides to pursue the issue in his ongoing 
investigation of the Whitewater-Madison affair. 

According to the magazine, Altman, who is acting head of the 
RTC, and Steiner turned aside the aides' demands, telling them 
there was nothing that could be done about it. 

Altman, the magazine reported, also told Steiner that he 
thought the two aides were " "nuts ' ' for trying to suggest that 
Stephens be dumped in the middle of Fiske 's criminal inquiry and 
the ongoing RTC civil probe of Madison. 

Asked about the matter Saturday, Stephanopoulos told CNN that 
he was to overwhelmed with work on the day the phone calls took 
place to remember what he said specifically about Stephens. But he 
said he did remember ""blowing off steam' ' about it in a 
conversation with Steiner ""because I thought it was unfair. ' ' 

""But once I got the facts from Josh about the (Stephens RTC) 
retention, that ended the matter as far as T was concerned, ' ' he 
said. 

Stephanopoulos and other White House officials said the 
president had no knowledge of the phone calls. But they conceded 
that the inquiries about Stephens raised more questions about White 
House efforts to protect the president from embarrassment or 
fallout from investigations into his past business dealings. 

""Do I wish now that I hadn't have gotten angry, that I 
hadn't blown off steam? ' ' Stephanopoulos asked. ""Of course I do. . 

. . But I was just trying to get information. ' ' 

Despite the controversy, Clinton plowed ahead with scheduled 
events here, including his weekly radio address, broadcast from 
Texas Scottish Rite Children's Hospital. 

""If we don't do something now, the future of health care is 
in trouble in America, because more Americans are losing their 
health coverage or can't get it because someone in their family has 
been sick, ' ' he said. 

Earlier, Clinton applauded the efforts of Scottish Rite to 
provide free treatment for children with orthopedic problems. He 
and first lady Hillary Rodham Clinton visited briefly with five 
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young patient a, ages 4 to 12, to learn about their bone diseases 
and see what progress they have made since treatment. 

Talking with Geoffrey Martin, 6, of Fort Worth, Clinton 
learned of the child's love for baseball, despite the fact that he 
is unable to walk and play normally because of a stiffness in his 
knee joints caused by rheumatoid arthritis. But the boy, wearing a 
Texas Rangers baseball cap, was able to stand briefly and swing a 
bat as Clinton pitched a yellow Nerf ball in his direction. 

""You got a bad pitcher, ' 1 Clinton told Geoffrey after he 
missed a few. 

But on the next pitch he hit a line drive right into the 
president's chest. Clinton, leaped back in surprise and said: 

""Good job. That's great. 

GRAPHIC: Mugs: 1. George Stephanopoulos ; 2. Harold Ickes; 3. Jay Stephens 
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The Whitewater scandal is a crisis for the Clinton presidency -- and the 
country. In his first year in office, despite some well -publicized missteps, 

Bill Clinton got more major legislation through Congress than any President 
since Franklin D. Roosevelt. In his second year, the President and Hillary 
Rodham Clinton succeeded in placing health care on the national agenda, changing 
the question from whether all Americans deserved decent health care to how to 
provide it. 

Now, however, the President has no choice but to try to face down an angry 
press corps, the First Lady has lowered her profile almost out of view and 
health-care reform is on the endangered list. The reason is a "scandal" that 
even the President's most ardent critics acknowledge is likely much ado about 
not much. To quote one attacker, Sen. Alfonse M. D' Amato (R-N.Y.), there may be 
"little if anything" at the core of Whitewater. "I never said I expected any 
substantial wrongdoing or any at all . " 

Many Americans believe the President and Hillary Clinton must be hiding 
something important about Whitewater. That belief is understandable, given the 
mis judgments and poor handling of the issue to date by the President's advisers. 

But hundreds of reporters working thousands of hours have found no smoking guns, 
no criminal violations, no abuse of power, nothing that would justify the crisis 
that Whitewater has become. That is both the irony and the tragedy of the 
so-called Whitewater scandal. 

In 1978, President and Mrs. Clinton invested money in a real-estate 
partnership with James B. McDougal, who later headed Madison Guaranty Savings 
and Loan, an SSL that ultimately failed at taxpayer expense. Hillary Clinton, as 
an attorney in private practice, represented Madison before regulators appointed 
by her husband,* the governor. Later, her law firm represented the government in 
a suit against Madison Guaranty ' s auditors. 

There have been allegations that Madison funds may have found their way into 
Whitewater, or even into the 1984 Clinton gubernatorial campaign. There have 
also been allegations the Clintons may owe taxes because their Whitewater losses 
were overstated. None of these allegations have been substantiated -- 
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not withstanding the work of hundreds of reporters. Even if they were, there has 
been no allegation that Clinton or his wife were themselves involved, or even 
aware, of any misappropriation of funds or that they intended to evade taxes. 

Rep. James A. Leach of Iowa, ranking Republican on the House Banking 
Committee, has charged that federal regulators in Kansas City blocked further 
investigations into Madison. But, as he himself has admitted, there is no proof 
that any Clinton appointees were involved in this -- and the President has 
specifically denied they were. There are also some who have argued that Hillary 
Clinton' 8 representation of Madison, or her firm's later representation of the 
federal government, raises ethical questions, and that the close relationships 
among Arkansas business leaders, lawyers and politicians give rise at least to 
an appearance of a conflict of interest. 

Arkansas pays its governor less than California pays its prison guards. Its 
speaker of the house was, for most of his tenure, on the payroll of a poultry 
company that is one of the state's largest employers. For those who value ethics 
in politics, there is much to criticize in the way business is routinely done in 
many of the smaller -- and larger -- state capitols around the country. George 
Bush tried to make Arkansas an issue in the election. Americans chose Clinton, 
notwithstanding the attacks. 

The issues involving the Whitewater investment and Hillary Clinton's law firm 
-- the subject of the special counsel's probe -- should not be enough to put a 
presidency in crisis. They do not involve abuse of presidential power. They do 
not involve criminal wrongdoing. They are not "high crimes" that would, under 
any circumstances , support impeachment, unlike Watergate, unlike Iran-Contra, 
even if the President's harshest critics are justified, no claim has been raised 
of abuse of power or criminal wrongdoing by a sitting President. 

There should be no cloud over this presidency --at least as a matter of law. 

Indeed, it is hard to imagine what the President or Hillary Clinton could even 
be hiding with respect to these transactions that would be more damaging than 
damage they've already suffered to date. 

Those who recognize that Whitewater itself is neither big enough nor 
important enough to paralyze a presidency -- and a country -- argue it is the 
"cover-up" of Whitewater, like the cover-up called Watergate, that raises 
questions about White House integrity. But there is simply no parallel between 
President Richard M. Nixon's efforts to use the CIA to thwart the investigation 
of the FBI, and Deputy Treasury Secretary Roger C. Altman's meetings with White 
House staffers on Whitewater, or former White House Counsel Bernard W. 

Nussba urn's efforts to limit disclosure of White House counsel Vincent W. Foster 
Jr.'s files. 

The Altman meetings, which helped ignite the feeding frenzy that is the 
greatest scandal here, certainly created an appearance of conflict of interest, 
that the White House should always seek to avoid. But the substance of these 
meetings, unlike Watergate, had nothing to do with using one agency against 
another to protect the President. 

Altman has repeatedly stated that he did no more than brief White House ' 
officials on the procedural rules relating to the statute of limitations on the 
Madison probe, and seek their advice as to whether he should recuse himself from 
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any decisions dealing with Madison -• as he ultimately did. 

No one has challenged Altman's version, nor his integrity. Indeed, the ethics 
officer at Treasury approved the Altman meeting -- precisely because no 
confidential information was being disclosed, no decision-making being shared, 
no influence being sought. Altman may have made an error in judgment in having 
the meetings -- but it is a far cry from the abuse of presidential power at the 
core of Watergate. 

As for NUssbaum, his sins were political rather than legal, and he has paid 
dearly for them. The bottom line, however, is that the files have been 
disclosed, the Poster death is being excruciatingly re- investigated, and it 
remains the case -- New York tabloid wars notwithstanding -- that there is no 
basis for believing it was anything other than a tragic suicide. 

It is the job of the media to investigate allegations of wrongdoing by public 
officials -- particularly the most powerful leaders in our country, it is the 
job of the opposition party to police the ethics of the majority. But there is a 
difference between doing your job and just doing in a presidency for the rating 
points, or for the partisan advantage. 

For much of the last two months, the public has been smart enough to 
recognize that health care and the economy are far more important to America 
than the way business was done in Little Rock a decade or two ago. But the 
constant drumbeat is hard to ignore. Whitewater is taking its toll. 

If Special Counsel Robert B. Piske Jr.'s investigation provides the basis for 
more serious charges against the Clintons, then they will be forced, as they 
should be, to face the consequences. But until and unless more serious charges 
are substantiated, Clinton ought to be free to pursue his substantive agenda. If 
the OOP and the press, and White House aides who have created more damage than 
they have controlled, succeed in creating enough smoke to engulf the Clinton 
presidency, then all Americans will lose.* 

GRAPHIC: Drawing, (Clinton), BILL NELSON / for The Times 
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Whitewater, the Arkansas land deal that has stirred so much controversy for 
the White House, is often dismissed by President Clinton as nothing more than a 
hapless effort to make a modest profit by building a dream retirement haven in 
the Ozarks. 

"It's an investment I made 15 years ago that lost money instead of made money 
because the property market turned around at horns , * Clinton said recently. "It's 
a simple, straightforward thing, and it'll be shown to be." 

But new evidence made public last week, taken together with what was already 
known, makes it clear that Whitewater was not quite that simple. While the 
President and First Lady HillAry Rodham Clinton -- as they insist — may have 
known nothing about any wrongdoing, federal investigators have found substantial 
evidence suggesting that the land development firm was entangled in something 
that went well beyond selling lots for houses. 

The Whitewater project, investigators now believe, was part of a labyrinthine 
system of financial juggling and speculation operated by James B. McDougal, a 
Little Rock, Ark., real estate developer who was the Clintons ' financial partner 
in the Whitewater deal and the head of the now-defunct Madison Guaranty 
Savings & Loan. 

Federally insured funds from McDougal ' s SAL, which eventually collapsed at a 
cost of at least $47 million to taxpayers, allegedly moved so freely among his 
various enterprises -- including the Whitewater project -- that one federal 
investigator called the whole scheme a "massive check-kite.” 

The exact nature of the Clintons' involvement in the overall enterprise, and 
the extent of their knowledge about its affairs, remain uncertain. 

Even though the Clintons' public statements and tax records indicate that 
they lost $46,635.75 as a result of their investment in the Whitewater endeavor, 
they were named as "possible beneficiaries” of McDougal 's activities in 
documents forwarded to the Justice Department by officials of the Resolution 
Trust Corp., which investigated Madison Guaranty and related businesses. 
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Por one thing, as McDougal struggled to conceal the fact that his financial 
empire was going bankrupt, as much as $100,000 was diverted from Madison 
Guaranty to the Whitewater project -- money that taxpayers ultimately had to 
make up. 

And with many of the records now missing, one investigative source speculated 
that "it may be that McDougal, in his head, has the only complete record of 
where the money came from and where it .went . " 

What follows is a step-by-step guide to what is known and what is not known 
thus far about a relatively minor business investment that has turned into the 
most dangerous controversy in Clinton's career: 

Not -So -Equal Partners 

in 1978, the Clintons became partners with McDougal and his then-wife, Susan, 
in purchasing 230 acres of land along the White River in northern Arkansas. 

Together they obtained loans totaling $203,000 to buy the property. The money 
was borrowed at 10% interest, meaning that the partners were obligating 
themselves to pay at least $20,000 a year to keep from defaulting. 

Out of their own pocket, the Clintons put up $500. 

Although the development was said to be a 50-50 partnership between the 
McDougals and the Clintons, there was no signed contract between them, and the 
two couples never seem to have shared equally in profits or losses. 

By Clinton's own account, the McDougals had contributed $268,000 and 
withdrawn $175,800 by 1992, for a net investment (and loss) of $92,200. That is 
almost twice what the Clintons claim to have lost on the deal. 

In addition to repaying the two initial loans they took out to acquire the 
property, the partners had other Whitewater- related expenses. In the first two 
years after creating the Whitewater project, it has been reported that they 
spent $40,000 dividing land into 44 parcels, building gravel roads and printing 
brochures . 

Exactly how the loans and expenses were covered on a monthly basis is not 
entirely clear. 

while the lots did not sell as quickly as the owners had hoped, land sales 
did generate a steady stream of income for the company. Yet even after they 
officially shifted the ownership of the property into the newly created 
Whitewater Development Corp. in 1979, the McDougals and the Clintons say they 
frequently were forced to use personal funds to cover business debts and current 
expenses. 

In 1978 and 1979 alone, the Clintons claim to have paid more than $22,120.60 
in interest payments on the initial loan. 

Then in 1980, Hillary Clinton borrowed another $30,000 at 20% interest from 
the McDougal -owned Bank of Kingston, Ark., in order to construct a model home on 
Whitewater lot NO. 13. She borrowed it in her name; McDougal 's bank was 
prohibited by law from making loans directly to any of his own business 
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ventures. 

The model home was sold in 1981 for $27,700, but it came back to them in 1988 
after the buyer declared bankruptcy and died. Because the Clintons still owed 
$13,000 on the initial loan, they paid $8,000 to reacquire the property. It was 
then resold, and the Clintons reported a $1,640 capital gain after paying off 
the note. 

The Clintons have said they were passive partners in the Whitewater project 
and that it was McOougal who ran the business on a day-to-day basis. But they 
have never explained why they did not sharp equally with the McDougals in 
Whitewater losses. 

A wider Scheme? 

Many of these seemingly complex transactions , mixing personal and corporate 
obligations, are typical of closely held enterprises, but in other ways 
Whitewater seems to have been anything but a normal small business. 

According to government investigators, tens of thousands of dollars passed 
through Whitewater accounts that bear no obvious relationship to the real estate 
development itself. These transactions are the source of the government's keen 
interest in the Whitewater project. 

Investigators say they believe McOougal was using Whitewater Development — 
as well as many of his other companies --to drain federally insured money from 
Madison Guaranty in a scheme that may have robbed the thrift of hundreds of 
thousands of dollars. In a memo released last week, an RTC investigator 
estimated at least $100,000 in Madison Guaranty funds were funneled into 
Whitewater Development. 

What portion of these funds from Madison Guaranty may have been used to pay 
Whitewater debts is unknown. 

Some of the individual transactions appear to be perfectly legal. For 
example, the directors of a Madison Guaranty subsidiary company paid $30,000 
into a Whitewater account in April, 1985, as a "bonus” to McOougal. since 
McDougal controlled the company, he had a right to award himself a bonus, but 
the timing suggests what his purpose may have been: At the time, Whitewater 
Development owed a payment on its outstanding debt, and its account was 
overdrawn by $28,000. 

Other transfers of money from Madison Guaranty to Whitewater Development 
raise unanswered questions. The BTC's chief investigator indicated that 
Whitewater Development also received "unauthorized" loans from Madison 
Guaranty. 

One such transaction is already well known. 

On Nov. 8, 1985, McDougal sent a check for $7,322.42 to the Security Bank of 
Paragould as a payment on the money originally borrowed by Hillary Clinton for 
the model home. Two years earlier, the Clintons had refinanced the then-unpaid 
balance of $20,000 on the loan through Security Bank, apparently to obtain a 
lower interest rate. 
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Although NcDougal made the payment from Whitewater funds, the corporate 
account was nearly empty at the time. So he covered the check with a transfer of 
$7, 500 in funds from a Madison Guaranty subsidiary that investigators say they 
believe was often used to siphon money from the thrift. 

This transaction is cited by Clinton's critics as evidence that federally 
insured thrift money was improperly used to pay obligations owed by the 
Clintons. If so, the critics reason, the President and his wife are responsible 
for a small portion of the $47-million bill left behind for the taxpayers to pay 
when Madison Guaranty was declared insolvent in 1989. 

Profit or Loss? 

In 1992, when Clinton was running for President, he asserted that he had 
advanced a total of $68,900 to Whitewater Development -- most of it in payments 
on loans taken out on behalf of the company -- and received nothing in return. 

Last week, however, he lowered that figure to $43,635.75. He said he had 
mistakenly included in the Whitewater total a loan of about $20,000 he took out 
to help his mother buy a house - - a transaction completely unrelated to the 
Whitewater project. 

The Clintons still adhere to the judgment of attorney James Lyons of Denver, 
who reviewed their Whitewater finances in 1992 and concluded that they had 
received no profit. 

It is not known how much, if any, Whitewater money was used to pay off debts 
Clinton had incurred in his own name, but critics have suggested such funds 
should have been treated as income by Clinton and reported on his tax returns. 

The President did not list these payments as personal income on his taxes, 
apparently because he viewed them as corporate -- not personal -- debts. 

Clinton's critics are intrigued by a statement that McDougal made in 1992 
suggesting that the Clintons' obligations may have been satisfied entirely with 
corporate funds. "Every bit Clinton put in," McDougal said, "was income they 
didn't report." 

Indeed, McDougal disagrees with much of the Clintons' accounting, but the 
credibility of the mercurial former thrift owner is itself in dispute. 

The Clintons have already acknowledged they had erroneously claimed a tax 
deduction for Whitewater- related interest payments totaling $5,133 in. 1984 and 
1985. They said the mistake occurred because they personally received interest 
statements from the bank that should have been directed to Whitewater 
Development . 

Predictably, these contradictions have caused Clinton's critics to question 
the President's arithmetic as well as his claim that the Whitewater project was 
a simple investment in which he lost money. On Thursday, Rep. Jim Leach 
(R-Iowa) , who is conducting his own Whitewater probe, posed these questions: 

"Did . . . the Clintons ever receive income from Whitewater? Why do the 
records show only that the McDougals did? How many personal interest payments 
did Whitewater make on the Clintons' behalf? Did the Clintons know whether other 
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McDougal - related companies infused capital into Whitewater, and does this nake 
the former governor indebted to McDougal' s other partners or complicitous in any 
improper activities they might have been engaged in?" 

Despite the apparent losses, Leach and others claim, the Clintons received 
something of value from the Whitewater project, at least in the form of debt 
forgiveness . 

If the McDougals sustained losses larger than the Clintons’ in an equal 
partnership, they also ask: Should the difference be considered a gift to the 
governor from the owner of a state-regulated business? 

Furthermore, Clinton's critics note that the President benefited in another 
way by taking an $8,000 income tax deduction for interest payments he claims to 
have made on Whitewater- related loans. 

Postscript 

In 1992, the Clintons sold their share of Whitewater Development to McDougal 
for $1,000. But they did not claim any Whitewater losses on their income tax 
filing that year, as they frequently did when they sold other unprofitable 
investments . 

white House aides said the Clintons lacked the necessary documentation to 
claim a deduction, neither Whitewater Development nor McDougal has filed tax 
returns for all of the years involved, also apparently because of a shortage of 
documentation . 

LANGUAGE: ENGLISH 
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The White House on Saturday defended two top aides to President Clinton who 
reportedly had asked whether a prominent Republican lawyer could be removed from 
an investigation of civil claims arising from the failure of a 
Whitewater- related savings and loan in Arkansas. 

Lloyd N. Cutler, special white House counsel, downplayed the episode, saying 
in a statement released Saturday that "it was perfectly natural that White House 
officials would be surprised" by the Resolution Trust Corp.'s hiring of 
Republican lawyer Jay B. Stephens to look into the failure of Madison Guaranty 
Savings & Loan. 

Cutler's statement came in response to reports by Time magazine and the 
Washington Post that such inquiries were made by senior presidential adviser 
George Stephanopoulos and Harold M. Ickes, deputy White House chief of staff. 

Stephens, a former U.S. attorney now in private practice, had sharply 
criticized the Clinton Administration for removing him from office in March. 

1993, along with other political appointees from the George Bush Administration. 

He was hired by the RTC in February to handle potential civil suits stemming 
from the closing of Madison Guaranty. 

The thrift's owner, James B. McDougal, was a partner with Bill and Hillary 
Clinton in Whitewater Development Corp., established in the 1970s to construct a 
resort community in the Ozarks. 

Although Stephens remains in his RTC post, inquiries by White House aides to 
determine whether he could be replaced would be the first confirmed intervention 
by people from Clinton's inner circle in the politically sensitive case. 

White House Chief of Staff Thomas (Mack) McLarty ordered an internal review 
of the matter after learning that special counsel Robert B. Fiske Jr., appointed 
to investigate the Whitewater controversy, was examining the inquiries. 

Administration officials said. 
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In Che statement issued to reporters traveling in Texas with Clinton, Cutler 
said he did not know all the facts because Fiske has asked that no interviews be 
conducted with White House witnesses until his inquiry is over. 

But "it would have been better had these conversations not occurred, " he 
said. 

"I am confident that such conversations will not be repeated. At the same 
time, these conversations should not be blown out of proportion," he added. 

According to the reports, Stephanopoulos and Ickes asked Deputy Treasury 
Secretary Roger Altman, who is acting head of the RTC, and Joshua Steiner, the 
Treasury Department's chief of staff, about replacing Stephens. 

Both Treasury officials said nothing could be done about the selection of 
Stephens, and the White House apparently dropped the issue, the reports said. 

Altman has since announced that he would recuse himself from the RTC's 
investigation of the Madison Guaranty case. 

Stephanopoulos, in an interview with CNN on Saturday, said he was "just 
trying to get information" and had expressed anger at the hiring of Stephens. 

"Do I wish now that I hadn't gotten angry, that I hadn't blown off steam? Of 
course I do. I wish I hadn’t gotten angry." 

GRAPHIC: Photo, Jay B. Stephens, whose hiring for a Whitewater- related inquiry 
was questioned by White House. Associated Press 
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The White House and the Whitewater special prosecutor are conducting separate 
inquiries into whether a senior aide to President Clinton acted improperly last 
month by raising questions about the hiring of a high-profile Republican lawyer 
to look into the bankruptcy of an Arkansas savings and loan. 

Thomas F. McLarty 3d, the White House chief of staff, ordered the internal 
review on Friday night after learning that the prosecutor was looking into a 
conversation on Feb. 25 between George Stephanopoulos, one of Mr. Clinton's 
closest aides, and Joshua Steiner, a close friend of Mr. Stephanopoulos who is 
the Treasury Department chief of staff. 

In that call, made on the' same day that members of Congress were angrily 
raising questions about contacts between officials in the Treasury and the White 
House, Mr. Stephanopoulos complained about a decision by the Resolution Trust 
Corporation, an independent Federal agency, to hire Jay B. Stephens, a former 

, United States Attorney for the District of Columbia. 

Raised Replacement Question 

An Administration official with knowledge of the conversation, who spoke on 
the condition of anonymity, said Mr. Stephanopoulos asked Mr. Steiner if the 
hiring was "final" or whether Mr. Stephens could still be replaced. 

Mr. Stephens, who had been publicly critical of the Clinton Administration, 
was hired to determine whether the Federal Government could file civil suits to 
recover some of the $47 million to $60 million the bankruptcy of the Arkansas 
savings and loan, Madison Guaranty, cost taxpayers . Madison was owned by the 
Clintons' partner in the Whitewater land deal, James B. McDougal. 

Mr. McLarty also directed Lloyd N. Cutler, the White House counsel, to review 
another telephone call on Feb. 25 involving Mr. Stephanopoulos and Harold M. 

Ickes, the White House deputy chief of staff. In that conference call between 
the two officials and Roger C. Altman, the Deputy Treasury Secretary, Mr. Ickes 
angrily criticized Mr. Altman, Administration officials said. The criticism was 
prompted by his failure to give the White House advance notice of his decision 
to recuse himself from the Resolution Trust Corporation's investigation of 
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Madison and Whitewater. 

In a written statement this afternoon. Mr. Cutler said it was "perfectly 
natural" that white House officials would be surprised at the hiring of Mr. 
Stephens. But he said in an interview from Denver, where he was visiting his 
family, "It would have been better if these phone calls hadn't been made." Mr. 
Stephanopolous and Mr. Ickes, through his lawyer, said they had done nothing 
improper in making the calls. 

They have been questioned about the calls by a grand jury at the disposal of 
the special prosecutor, Robert B. Piske Jr. An aide to Mr. Fiske said today that 
the special prosecutor was reviewing the conversations as part of the 
investigation, but he refused to say anything more about the inquiry. 

Neither Mr. Altman, Mr. Steiner nor Mr. Ickes could be reached for comment, 
and Mr. Stephens refused to discuss the controversy surrounding his hiring. 

'No Action Was Taken* 

But a Treasury Department spokesman, Howard Schloss, said this afternoon: 

"No action was taken either by Mr. Altman or Mr. Steiner as a result of the 
calls. NO one tried to influence the negotiations one bit." 

Mr. Cutler said he had been asked by Mr. Piske not to interview any of those 
already subpoenaed in the case until the grand jury finished its work, probably 
next month, meaning that his review could not for practical purposes begin until 
then. But the decision by Mr. McLarty to call for an internal examination of the 
calls reflects the extreme sensitivity of their disclosure just a day after Mr. 
Clinton held a news conference in an attempt to clear the air about the 
Whitewater affair. 

The previously unknown conversations between the White House and Treasury 
Department officials were first described today in The Washington Post. An 
article to be published this week in Time magaxine reports that Mr. Steiner had 
made copious written notes of his conversation with Mr. Stephanopouloa . People 
involved in the case said today that at least some notes kept by Mr. Steiner had 
been turned over to Mr. risks as ovldsnos. 

Treasury officials said that no one at the Resolution Trust Corporation was 
advised of the White House concern about Mr. Stephens. But other people 
following the case said the questioning of Mr. Stephens's role by White House 
officials suggested that they might have been seeking at least to narrow the 
scope of Mr. Stephens's inquiry. 

In his statement today, Mr. Cutler said that "these conversations should not 
be blown out of proportion." He described Mr. Stephens as "an outspoken 
political opponent of the President,” and noted that he was still conducting the 
trust corporation's civil inquiry in the case. 

Mark D. Gear an, the White House communications director, said Mr. 
Stephanopolous had told him that he informed the President for the first time 
about the calls on Friday afternoon. 

A White House spokesman, Jeff Bller, told reporters in Dallas that the 
President and Mr. McLarty fully supported their top aides. 
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"Mack stand* fully behind George, and the President stands fully behind 
George," Mr. Slier said. Asked by reporters whether Mr. Ickes or Mr. 

Stephanopoulos had offered to resign, Mr. Eller replied "absolutely not." 

Today, Mr. Stephanopoulos said that he remembered speaking once on Feb. 25 
with Mr. Steiner, and that he had complained to him about the R.T.C. 'a decision 
to hire Mr. Stephens. But he said he had only been venting his anger at the 
hiring of someone he regarded as a political opponent of Mr. Clinton. 

"I was puzzled and blew off steam over the unfairness of that decision," Mr. 
Stephanopoulos said. "Because Jay Stephens had accused the President of improper 
interference in an investigation." 

He said he had simply wanted to learn about the circumstances under which Mr. 

Stephens had been hired, but did not explain why he, as a senior White House 
official, thought it appropriate to confront the Treasury Department's chief of 
staff about a decision by the R.T.C. In an interview this afternoon on the Cable 
News Network, Mr. Stephanopoulos said: "I wish I hadn't gotten angry. But I was 
just trying to get information." 

Stanley Brand, Mr. Stephanopoulos 1 s lawyer, described his client as having 
thrown "a temper tantrum" in complaining to Mr. Steiner, with whom he had worked 
on Michael S. Dukakis's 1988 Presidential campaign, about Mr. Stephens's hiring. 

But he said of Mr. Stephanopoulos, "At the end of the call, he concluded that 
there was nothing to be done , and he did nothing . ” 

Mr. Brand said that Mr. Stephanopoulos could not remember whether his 
explosion at Mr. Steiner preceded or followed his joining Mr. Ickes in making 
the other telephone call now under review, in which those with knowledge of it 
said they challenged Mr. Altman about his neglect in alerting the White House to 
his decision to recuse himself from the R.T.C. investigation of Madison and 
Whitewater. 

But associates of Mr. Stephanopoulos and Mr. Ickes said neither remembered 
raising the subject of Mr. Stephens's hiring with Mr. Altman, who was then the 
acting chairman of the R.T.C. 

Robert Bennett, Mr. Ickes 's lawyer, nevertheless said today that his client 
also believed that it was "outrageous" that "someone so partisan" as Mr. 

Stephens had been put in so sensitive a position overseeing the inquiry. 

Mr. Altman first told White House officials on Peb. 2 that he was considering 
recusing himself from the trust corporators inquiry. Both he and the White 
House officials have insisted that they never advised against the move, although 
Bernard W. Nussbaum, the White House counsel, raised questions about who would 
take his place, officials have said. 

But their lawyers said today that Mr. Stephanopoulos and Mr. Ickes were 
nevertheless taken aback upon learning on Peb. 25, after reporters inquired 
about it, that Mr. Altman had informed Howell Raines, the editorial page editor 
of The New York Times, earlier in the day that he planned to recuse himself. Mr. 

Altman had not yet alerted the White House of his plans. 

Mr. Bennett said that Mr. Ickes had believed strongly that "this was not the 
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protocol that should have been followed” and. that he made that. clear during the 
conversation. Mr. Stephanopoulos said. "Roger explained that he had decided to 
recuse himself, and I suggested that as a courtesy he write a letter to the 
President explaining his decision." 

Zn his written statement this afternoon, Mr. Cutler emphasized that he did 
not yet know all the facts in the case. But he expressed confidence that a 
"firewall" erected in the case earlier this month after the disclosure of other 
unusual contacts between White House and Treasury officials would make certain 
that "such conversations will not be repeated." 


GRAPHIC: Photos: President Clinton practices his softball pitch with 
6 -year-old Geoff cry Martin of Fort Worth during a visit yesterday to the Texas 
Scottish Rite Hospital for Children in Dallas. {Associated Press); George 
Stephanopoulos, a senior White House aide, left (Associated Press) , denied doing 
anything improper in calling Treasury Department officials to complain about the 
hiring of Jay B. Stephens, right (Jose R. Lopez /The New York Times), to 
investigate the bankruptcy of an Arkansas savings and loan. Mr. Stephens is a 
former united States Attorney for the, District of Columbia, (pg. 20) 
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Nearly two years ago, L. Jean Lewis, a Federal investigator of financial 
fraud, fixed her attention on a collapsed Arkansas savings and loan, Madison 
Guaranty, run by a former business partner of Bill and Hillary Clinton. 

Ms. Lewis began to see a paper trail, a pattern of what she regarded as 
suspicious loans and potential fiscal crimes, including "a $1.5 million 
check-kiting scheme," according to memorandums she wrote from her post at the 
Resolution Trust Corporation, the Federal agency charged with unraveling the 
savings and loan collapses of the 1980's. 

Last week, the string of memorandums she wrote about Madison, and about her 
growing belief that Washington officials were trying to pull back from her most 
stinging conclusions, came to the public's attention as Representative Jim Leach 
of Iowa used them as a basis for a blistering critique of Mr. Clinton. 

Mr. Leach, the senior Republican on the House Banking Committee, has said Ms. 

Lewis had sought Congressional protection as a whistle-blower. Her memorandums 
were part of a stack of documents he made public to support his accusations. But 
in their details, the documents also provide a window into the origin of the 
Whitewater affair that has enveloped the Clinton Presidency. 

Ms. Lewis was removed from her role as a lead investigator in the case last 
November and her conduct has been questioned by Federal banking officials. The 
question now is whether Ms. Lewis is a misguided zealot or the woman who exposed 
the truth behind the Whitewater affair. 

Repeated Recommends t i ons 

In memorandum after memorandum , she made 10 separate recommendations for 
criminal investigations into James B. McDougal, the Clintons' former business 
partner in a real estate venture, the Nhitewater Development Company, and Mr. 

McDougal* s associates. She described her mounting dismay as the criminal 
referrals from the R.T.C.'s offices on Main Street in Kansas City disappeared at 
the Justice Department in Washington. 

Last Jan. 6, she wrote a memorandum to herself after a conversation with a 
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reporter: "It's beginning to sound like somebody or multiple 'somebodies' are 
trying to carefully control the outcome of any investigation surrounding the 
R.T.C. referrals, and that the beginnings of a cover-up may have already started 
months ago . " 

Ms. Lewis, who was ill with bronchitis last week, and is under orders from 
her superiors not to speak to the press, declined today through an agency 
spokeswoman to respond to questions. But She met earlier this month with Robert 
E. Fiske Jr., the special counsel investigating the Whitewater affair, and her 
colleagues in Kansas City are pursuing their own investigation of whether any of 
Madison Guaranty's vanished assets benefited the Clintons politically or 
financially. 

Prompted by News Report 

Ms. Lewis contends that Mr. McDougal's savings and loan allowed Whitewater, 
the land development company he and his wife owned with the Clintons, to cash 
large checks with insufficient funds in the 1980's, and that this created a loss 
of at least $70,000 for the S.& L. She came to believe that the Clintons must 
have known that Mr. McDougal was using Madison's money to shore up their share 
of the Whitewater project, which ultimately failed. 

Nothing in Ms. Lewis's work implicates the Clintons in any crime. Her 
memorandums instead describe actions and inactions by Federal officials in the 
Clinton and Bush Administrations that sought to sever the financial links she 
saw between Madison Guaranty, Whitewater and the Clintons. 

Ms. Lewis was one of five investigators responsible for uncovering any crimes 
in the failures of 189 savings and loans in a 21-state region from the Pacific 
Northwest to the Appalachians'. 

She began to focus on Arkansas after the initial news report in March 1992 of 
the Clintons' involvement in the Whitewater land venture. Though Mr. McDougal 
was acquitted of Federal bank fraud charges in 1990, Ms. Lewis was assigned to a 
follow-up Investigation of Madison in the summer of 1992. 

Her memorandums say she quickly learned that a Little Rock lawyer who had 
worked at Madison had "fabricated" two years of records for a subsidiary of 
Madison. She suspected this was done to create the appearance of legitimate 
financial transactions, when, in fact, those transactions had drained the assets 
of Madison. The savings and loan collapsed in 1989 at a cost of taxpayers of $47 
million to $60 million. 

Her suspicions led her to a Little Rock warehouse , where the records of Mr. 
McDougal's defunct savings and loan were strewn about haphazardly. Piecing 
together the Madison files, she concluded in August 1992 that there had been "a 
$1.5 million check-kiting scheme between the McDougal and/or McDougal business 
partner -controlled entities, including Whitewater," her memorandums said. 

She and her colleagues sent a criminal referral --a recommendation to begin 
a criminal investigation --to the F.B.I. and the united States Attorney in 
Little Rock on Sept. 2, 1992, as Mr. Clinton's campaign to defeat President 
George Bush was in full swing. 
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Nothing happened. Eight months later, in May of 1993, Ms. Lewis sought to 
find out why. 

She spoke with a Federal prosecutor in Little Rock, Bob Roddey. According to 
a memo she wrote about the conversation, he told her that the United States 
Attorney in Little Rock, Charles A. Banks, a Republican appointee, had deemed 
the case "politically hot." Deciding the previous September that an 
investigation involving Mr. Clinton would be perceived as a political dirty 
trick, he had forwarded the case to the Justice Department in Washington. 

The political heat was generated in part by Ms. Lewis's finding that the 
Whitewater development drained tens of thousands of dollars from Madison and 
thus may have contributed to its collapse. In addition, a Resolution Trust 
Corporation official in Kansas City said, the investigators came to suspect that 
Madison money might have been improperly donated to Mr. Clinton's 1984 campaign 
for Governor of Arkansas. 

Political Factors Suspected 

The Clintons and Mr. McDougal have denied any wrongdoing in connection with 
Whitewater . 

Throughout the summer of 1993, Ms. Lewis called Washington, trying to track 
what had become of the case. Her memos reflect her growing belief that 
"political ramifications" were undermining it. 

The request quietly died at the Justice Department early that year, as 
officials decided that there were not grounds for a criminal investigation, 
according to R.T.C. memorandums. But in a lapse that has not been explained, the 
Kansas City office was not notified. 

Meanwhile, three more criminal investigators from the R.T.C. joined Ms. Lewis 
in reviewing the loans, checks and land records of Madison and its subsidiaries. 
On Oct. 8, 1993, they sent nine new criminal referrals on the case to the F.B.I. 
and the Uhited States Attorney in Little Rock, Paula Casey, newly appointed by 
the Clinton Administration. 

On Nov. l, Ms. Casey wrote to Ms. Lewis, saying both she and the Justice 
Department had decided that the original criminal referral had "insufficient 
information ... to warrant the initiation of a criminal investigation." 

Within days, Ms. Lewis was removed as the lead R.T.C. investigator in the 
case. In a memorandum to to her colleagues, she wrote , "The Powers That Be have 
decided that I'm better off out of the line of fire (and I ain't arguing) ." 

An Official Is Critical 

R.T.C. officials in Kansas City declined to formally respond to questions 
about Ms. Lewis's investigation or the Whitewater case this week. 

But some officials have been criticial of her work and her charges. One is 
April Breslaw, a career lawyer with the Federal Deposit Insurance Corporation in 
Washington, the Government agency with overall responsibility for banks and 
failed savings and loans. 


LEXIS- NEXIS4S LEXIS'- NEXIS'» LEXIS'- NEX1S'« 

Services of Mead Data Central, Inc. 


14796 



2374 


The New \brk Times, March 27, 1994 


Page 29 


In a memorandum also made public by Mr. Leach, based on a cape recording she 
made, Ms. Lewis charged chat Ms. Breslaw sought in a meeting in Kansas City on 
Feb. 2 to persuade investigators to tone down their Whitewater charges. 

In an interview on Thursday, Ms. Breslaw denied that assertion, and 
criticized the quality o£ Ms. Lewis's investigation. She said Ms. Lewis was 
exaggerating the situation to try to minimize her own shortcomings as an 
investigator. And senior Justice Department officials remain unconvinced that 
Ms. Lewis and her colleagues made a convincing case for prosecution in their 
initial set of referrals. 

Now that Mr. Fiske has taken over the Whitewater investigation, Ms. Lewis is 
keeping her own counsel, her memos show. On Feb. 7, a Federal prosecutor in 
Little Rock called her and started an informal chat about the Madison case. She 
told him that "I'd formed my own conclusions on that point, and that's where 
they would stay --my own." 
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Special counsel Robert B. Fiske Jr. is examining the diary of the Treasury 
Department's chief of staff that contains notes of conversations among Treasury 
and White House officials on the investigation of Madison Guaranty Savings fc 
Loan, the failed Arkansas thrift at the center of the Whitewater controversy. 

Sources familiar with the investigation said the diary was kept by Joshua 
Steiner, chief of staff to Treasury Secretary Lloyd Bent sen, and was turned over 
to Fiske under the subpoena issued to White House and Treasury officials two 
weeks ago. 

According to a source, Steiner's diary provided the first information to 
Fiske on the conversation last month in which senior White House adviser George 
Stephanopoulos expressed alarm about the appointment of former Republican 
federal prosecutor Jay B. Stephens to handle possible civil suits growing out of 
the Resolution Trust Corp . ' a probe of Madison ' a failure . One area of the RTC 
civil investigation concerns the potential liability of the Rose Law Firm, 
including former partner Hillary Rodham Clinton, for its representation of 
Madison. 


Stephanopoulos and white House deputy chief of staff Harold Ickes also had 
called Deputy Treasury Secretary Roger C. Altman, who is serving as acting head 
of the RTC, to complain that the hiring of Stephens was an "outrageous choice, " 
sources have said. 

Stephanopoulos yesterday defended his conversation with Steiner in an 
interview with CNN, released in transcript form by the White House. He said he 
"asked Josh Steiner how Jay Stephens, a political opponent of the president, had 
come to be retained by the RTC. I was very puzzled by this decision and I blew 
off steam because I thought it was unfair. Jay Stephens was an outspoken 
political opponent of the president — . Do I wish now that I hadn't gotten 

angry, that I hadn't blown off steam? Of course I do . But I was just trying 

to get information. " 

He said he did not recall raising the Stephens issue with Altman. 
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Neither Steiner nor his attorney responded to messages left with them Friday 
and yesterday. 

White House counsel Lloyd Cutler yesterday warned against exaggerating the 
significance of the conversations, reported Saturday in The Washington Post, and 
defended Ickes and Stephanopoulos . In a statement released to reporters 
traveling with the president in Dallas, Cutler said: "It was perfectly natural 
that White House officials would be surprised*! by the appointment of Stephens. 
Cutler, the Associated Press reported, said he did not know all the facts 
because Fiske has asked the white House not to interview the witnesses while 
Fiske is conducting his investigation. 

"What I do know is that Mr. Stephens was an outspoken political opponent of 
the president and it was perfectly natural that White House officials would be 
surprised by his appointment to look into the Madison Guaranty matter,” he 
said. He added that it "would have been better had these conversations not 
occurred” and that "I am confident that such conversations will not be repeated. 

"At the same time, these conversations should not be blown out of 
proportion, ” he said. 

Stephens severely criticized the Clinton administration after he was fired as 
U.S. attorney for the District in March 1993. The White House apparently dropped 
the subject of reversing the hiring of Stephens after being told by Altman and 
Steiner that there was nothing to be done about it. 

The source familiar with the Fiske probe said yesterday that the diary also 
sheds new light on discussions within the administration about Altman's decision 
to recuse himself from matters relating to the RTC's investigation of Madison. 
Altman, as acting head of the RTC, withdrew from participation in any 
Madison- related decisions after revealing to a Senate committee that he had 
briefed senior White House officials on the case. 

Ickes and Stephanopoulos were furious that Altman had announced his recusal 
without telling White House officials, prompting their Feb. 25 call to him. 

Steiner, in conversations with Fiske investigators, has said that a third 
White House official, staff secretary John Podesta, raised the subject of 
Altman's recusal with him. His diary, sources said, mentions the conversation 
with Podesta. 

”I've said in the past it would be inappropriate to characterize the 
testimony of White House staff prior to their grand jury testimony, ” Podesta 
said last night. ”1 don't feel it would be appropriate to take a different 
position with respect to my own testimony than I have taken with respect to my 
colleagues . ” 

Podesta was subpoenaed on Friday to appear before the grand jury this 
Thursday. The subpoenas of Stephanopoulos on March 17 and Podesta on March 25 
suggest that Fiske may be using the Steiner diary as a guidebook in probing the 
contacts between the White House and Treasury. 


LEXIS’-NEXIS*«* LEXIS’- NEXIS’W LEXIS’-NEXIS* 

Services of Mead Data Central, Inc. 


Itf99 



2377 


The Washington Post, March 27, 1994 


Page 32 


GRAPHIC: PHOTO, LLOYD CUTLER. 

LANGUAGE: ENGLISH 

LOAD- DATE -MDC: March 27. 1994 


LEXIS'- NEXIS® LEXIS'- NEXIS'® LEXIS'- NEXIS'S# 

Snrvicns of Mnnd Data Central, Inc. 


14800 



2378 


Pige 33 


LEVEL 1 - 11 OF 73 ITEMS 

Copyright 1994 The Washington Post 
The Washington Post 

March 27, 1994, Sunday, Final Edition 
SECTION: OPINION EDITORIAL; PAGE C6 
LENGTH: 584 words 
HEADLINE: Whitewater Developments 
SERIES: Occasional 
BODY 

THE AIM OF President Clinton's prime-time televised news conference and the 
release of his old tax returns was to demonstrate openness and willingness to 
cooperate with all Whitewater- related investigations. He certainly did himself 
some good. During the press conference, which was dominated by Whitewater 
questions, Mr. Clinton sounded confident and was unf lalappable . People, 
impressed by what he said and how he said it, were asking why he had not spoken 
thus before, instead of responding this way only after weeks of extensive news 
coverage, the subpoenaing of 11 administration aides, the forced departure of a 
White House counsel, angry words in Congress over Whitewater hearings and a 
sharp drop in the polls. 

The new information plus the release of the Clintons' tax returns for 1977-79 
did address some of the questions that had been raised about their business 
dealings in Arkansas and theii subsequent handling of the controversy concerning 
those dealings. The president said that the couple's claim during the 
presidential campaign that they had lost $ 68,900 on their Whitewater investment 
was wrong. The actual loss turns out to be more like $ 46,000, which represents 
the accumulated interest paid on their half -share of the $ 203,000 loan they 
took out with •Tames end Susan McDougal to buy tha Whitewater property. The 
president's explanation was that he had overestimated the loss by $ 22,245 
because that amount was mistakenly applied to the Whitewater account when it 
actually represented a loan and interest payments he took out to help buy his 
mother a house, which he had only recently recalled. Be all that as it may, 
legally, the switch may not matter since the Clintons never claimed a tax loss 
on the investment anyway. 

Mr. Clinton's press conference did not, of course, dispose of all the issues 
that have been raised in this complex affair. One that is still under 
investigation is whether, as has been alleged but certainly not proven, the 
Clintons' Whitewater venture skimmed federally insured deposits from the failed 
Madison Guaranty Savings & Loan and David Hale's ill-fated Capital Management 
Services, which was licensed and financially backed by the Small Business 
Administration. L. Jean Lewis, the Resolution Trust Corp. ' s senior investigator 
on Madison, asserts that "Whitewater did cause a loss to Madison, " which 
ultimately benefited James McDougal and "his business partners," the Clintons. 

Noting that Whitewater was showing no cash flow while its mortgages and notes 
were being paid, Ms. Lewis asked hypothetically in a note, "if you [the 
Clintons] aren't putting money into the venture, and you also know the venture 
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isn't cash flowing, wouldn't you question the source of the funds being used for 
your benefit?" This too needs an answer. 

In addition, the way the week ended with reports of an attempt by a senior 
White House official to change the terms of a possible Resolution Trust Corp. 
civil prosecution added to the Washington part of the morass. There is still 
much under investigation concerning whether important White House staff members 
have behaved improperly in respect to the RTC investigation. And there are the 
charges made by Republican Rep. Jim Leach. The special counsel and probable 
congressional inquiries still have much to do to resolve the contradictory 
assertions that have been made and to ascertain the extent to which 
administration personnel may have trespassed into the business of the Resolution 
Trust Corp. 
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Two top White House officials challenged a government agency's hiring of a 
former Republican prosecutor to probe a failed Arkansas savings and loan now at 
the center of the Whitewater investigation, according to government sources. 

Senior White House officials George Stephanopoulos and Harold Ickes placed a 
conference call Feb. 25 to a ranking Treasury Department official to express 
outrage over the decision of the Resolution Trust Corp. to retain former GOP 
prosecutor Jay B. Stephens, RTC sources said. They spoke on condition of 
anonymity. 

Stephens, who sharply criticized the Clinton administration after being fired 
as U.S . attorney for the District of Columbia last March, was hired to handle 
possible civil suits growing out of the failure of Madison Guaranty Savings & 
Loan. 


Stephanopoulos, in an interview with CNN, said he was "just trying to get 
information" and that he had expressed anger at the hiring of Stephens. 

"Do I wish now that I hadn't have gotten angry, that I hadn't blown off 
steam? Of course I do," he said. "I wish I hadn't gotten angry." 

He said he would not resign. White House spokesman Jeff Eller said the 
president and Chief of Staff Mack McLarty both had confidence in Stephanopoulos. 

Eller described Clinton's reaction to the latest reports of contacts between 
the White House and federal regulators as "matter of fact . " 

Clinton administration aides have long regarded Stephens as a zealous 
political opponent of President Clinton and the two officials are said to have 
described his appointment in the Whitewater affair as "an outrageous choice." 

The Washington Post and Time Magazine reported that Stephanopoulos and Ickes 
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asked Deputy Treasury Secretary Roger Altaian, the acting head of the RTC, "Can 
anything be done about it? Is it final?” 

Time also said it learned that special counsel Robert Fiske has asked a grand 
jury in Washington to explore the question of whether the two officials used 
their influence to try to have Stephens fired. 

The magazine quoted an unidentified administration official as speculating 
that the grand jury investigation could lead to one or more indictments for 
obstruction of justice. 

It quoted Stephanopoulos as saying he merely asked Altman how Stephens came 
to be hired, adding that he "blew off steam over the unfairness of that 
decision. " 

Stephanopoulos did not return a message left on his answering machine 
Saturday. 

Stephens was one of 93 Republican U.S. attorneys, all hired by former 
President Bush, who were fired by Clinton in February 1993. Stephens maintained 
the action was aimed at undercutting an investigation he was conducting. 

Time reported that Joshua Steiner, the Treasury Department chief of staff, 
will be questioned by the grand jury this week about his own notes, contained in 
a personal diary, of a phone call with Stephanopoulos similar to the one Altman 
received. 

But sources at the Treasury Department, speaking on condition of anonymity, 
told The Associated Press that Steiner kept no such notes on that phone call. 

Stephanopoulos, speaking to CNN of his conversation with Steiner, said, "I 
was very puzzled by this decision (to hire Stephens) and I blew off steam 
because I thought it was unfair. ... But once I got the facts from Josh about 
the retention, that ended the matter as far as I was concerned." 

He said his only recollection of the conversation with Altman was that he 
asked him "to explain his decision to recuse himself from all of the matters, 
and I suggested that as a courtesy to the president he write a note explaining 
the decision.” 

white House Counsel Lloyd Cutler issued a statement saying he did not know 
all the facts because Fiske had asked White House officials not to interview the 
participants in the phone conversation. 

"What I do know is that Nr. Stephens was an outspoken political opponent of 
the president and it was perfectly natural that White House officials would be 
surprised by his appointment to look into the Madison Guaranty matter, " Cutler 
said in a statement delivered to reporters. 

"As with other discussions with Treasury officials, it certainly would have 
been better had these conversations not occurred.” 

Cutler said he is confident such conversations won't be repeated because of 
recent orders directing White House officials to maintain a "firewall" between 
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themselves and the Whitewater probe. 

"At the same time, these conversations should not be blown out of 
proportion," Cutler said. "Mo one has suggested that any action was taken to 
remove Mr. Stephens. And of course he is still conducting the RTC's civil 
inquiry at this time . ” 

Senate GOP leader Bob Dole said Saturday that news of the phone call 
"underscores the need for congressional hearings into the Whitewater-Madison 
affair and this administration's handling of it." 

As U.S. attorney, Stephens won the conviction of former Washington Mayor 
Marion Barry on drug charges. He also served as a deputy White House counsel 
under President Reagan. 

The now- failed Madison thrift was owned by James McDougal, a former business 
partner of President and Mrs. Clinton. Piske is investigating whether funds from 
the thrift were diverted to Whitewater Development Corp . , a real estate venture 
owned by the Clintons, McDougal and McDougal ' s then-wife. 

Another avenue of investigation is whethejr S6L money was improperly used to 
help retire Clinton's 1984 gubernatorial campaign debt. 
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Top White House officials questioned a government agency's hiring of a fired 
Republican prosecutor to handle possible civil claims arising from the failure 
of an Arkansas SfcL at the center of the Whitewater probe, regulators said. 

Sources at the Resolution Trust Corp. said senior White House officials 
George Stephanopoulos and Harold Ickes contacted deputy Treasury Secretary Roger 
Altman, the acting RTC chief,, after discovering the independent regulatory 
agency had hired Jay B. Stephens. 

Stephens, who sharply criticized the Clinton administration after being fired 
as U.S. attorney for the District of Columbia last March, was hired to handle 
possible civil suits growing out of the failure of Madison Guaranty Savings fc 
Loan. 


Senior White House officials raised the issue of Stephens's hiring in two 
conversations with treasury officials on Feb. 25, just after discovering 
Stephens had been retained, said the sources , who spoke on condition of 
anonymity. 

The Washington Post first reported the discussions in today's editions. 

The Post reported that Stephens was discussed in a conference call among 
Stephanopoulos, a top adviser to Clinton, deputy White House counsel Harold 
Ickes and Altman. 

During the call, Ickes and Stephanopoulos raised the subject of Stephens, 
asserting his hiring was an "outrageous choice, " and asked, "Can anything be 
done about it? Is it final?" the Post reported, citing unidentified sources 
familiar with the conversation. The sources told the Post they were uncertain 
whether it was Stephanopoulos or Ickes who raised the subject. 
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White House Chief of Staff Mack McLarty issued a statement Friday night to 
the press traveling with President Clinton in Dallas. 

"Both Mr. Stephanopoulos and Mr. Ickes have told the Washington Post that 
they have no recollection of asking anyone to change the RTC's decision to 
retain Mr. Stephens and his law firm as the Post is reporting, " the statement 
said. "There is no suggestion that any action was taken. Mr. Stephens is 
continuing to conduct his inquiry from the RTC. " 

White House spokesman Jeff Eller, traveling with Clinton, said the phone 
contact was neither "unexpected" nor "inappropriate." "No action was taken,” he 
added . 

Two RTC sources said they learned of the call to Altman earlier this month, 
and one said news of the contact "rumbled through the upper levels of the 
agency, and has only served to heighten the tensions that surround this case." 

Another source said the agency had briefly considered removing Stephens from 
the politically sensitive investigation after learning of the call, but decided 
against it. 

That source, who confirmed that agency officials had learned of the telephone 
call, said they felt more comfortable not removing Stephens once they learned 
that the matter had been resolved by Altman. 

"That would have been bowing to pressure, and there is significant concern 
within the RTC that the agency has not pursued this matter aggressively, " said 
the source, who spoke on condition of anonymity . 

The Post also reported that Stephanopoulos had discussed Stephens with 
Treasury chief of staff Joshua Steiner. 

Stephanopoulos told the Post on Friday that he did not "remember exactly what 
was said” during his conversation with Steiner but that he "asked how Jay 
Stephens came to be retained by the RTC. I was puzzled and blew off steam over 
the unfairness of that decision. . . . Once I got the facts from Josh, that ended 
the matter as far as I was concerned." 

Stephens was hired earlier this year by the law firm of Pilsbury, Madison & 

Sutro, a firm that has already handled politically charged cases for the RTC, 
including the current investigation of the failure of an Arizona thrift with 
ties to Gov. Fyfe Symington. 

RTC records obtained by The Associated Press confirm that Stephens is listed 
as a Pilsbury, Madison attorney working for the agency. However, the records do 
not provide a case -by- case breakdown. 

Stephens, perhaps best remembered for putting former Washington Mayor Marion 
Barry behind bars on drug charges, also served as a deputy White House counsel 
under President Reagan. 

Madison was owned by James McDougal, a former business partner of President 
and Mrs. Clinton. A special prosecutor is investigating whether funds from the 
thrift were diverted to Whitewater Development Corp., a real estate venture 
owned by the Clintons, McDougal and his wife, or whether S&L money was 

LEXIS -NEXIS'fS LEXIS- NEXISVS L£XIS-NEXIS« 

Services of Mead Data Central. Inc 


14807 



2385 


The Associated Press, Match 26, 1994 


Page 40 


improperly uaed to help retire Clinton's 1984 gubernatorial campaign debt. 
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'77-79 records show Whitewater losses 
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WASHINGTON -- President Clinton rounded out the tax picture of 
his Whitewater investments Friday by releasing tax returns for the 
years 1977-79 that support his contention that he lost money on the 
investment . 

The returns also showed that Clinton and his wife, Hillary, 
had some markedly more successful ventures, commodities investments 
that substantially boosted their income in 1978 and 1979. 

The Clintons previously had disclosed a decade's worth of tax 
returns, and added the documents back to 1977 to encompass the 
start of Clinton's career in public office. 

Investigators are probing whether the Whitewater real estate 
development venture played a role in the collapse of Madison 
Guaranty Savings and Loan, whose deposits were federally Insured. 

Republican Rep. Jim Leach of Iowa claimed Thursday that the 
Clintons had profited from their Whitewater investment. 

Reporters were briefed on the details of the Clintons' tax 
returns by a source familiar with the documents. 

Taken together, all the returns listed Whitewater interest 
payments, capital contribution, and realty tax payments totaling 
$ 46,635.75 from 1978 through 1990, which the source said was the 
Clintons' ""pre-tax loss'' on Whitewater investments. 

Factoring in tax deductions and a small gain the Clintons 
made on sale of a demonstration house on Whitewater land could 
reduce that to approximately $ 44,000, the source said. 

The newly released returns for 1978 and 1979 showed $ 22,000, 
or about half of the losses, coming in those two years. 
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However, no documentation, such as canceled checks or 
creditor statements, was included with the returns to verify the 
specific source of the losses. 

Whitewater Development Corp. began in 1978 with the Clintons 
investing with partners James and Susan McDougal . 

The land venture was like many in which investors figured to 
borrow money, sink it into real estate and make a quick profit that 
would more than cover the loan and interest, the White House 
briefer said. 

""But alas, you had high interest, you had a recession and 
you had marketing problems, ' ' and the venture lost money, he said. 

Clinton said in his news conference Thursday night that he 
previously had thought his Whitewater losses totaled nearly 
$ 69,000, but that he had forgotten that he had taken out a loan of 
$ 20,000 to help his mother buy property and a cabin. 

The president said that amount mistakenly was lumped with the 
Whitewater expenses, and when the loan and interest payments on it 
are deducted, the pretax loss comes to the $ 46,635 listed in the 
tax returns. 

In 1977, the Clintons had an adjusted gross income of $ 41,731 
and paid 19.6 percent of that, or $ 8,194 in federal taxes; in 1978, 
on income of $ 85,214, they paid 26.55 percent or $ 22,627 in taxes; 
and in 1979 on income of $ 158,495, they paid 37.47 percent or 
$ 59,388 in taxes. 

Commodities investments that brought them a $ 26,541 capital 
gain in 1978 had grown to a $ 72,436 gain in 1979. The 1979 gain 
nearly matched their combined income from wages and salaries. 

The release of the tax returns came as the grand jury 
investigating Whitewater subpoenaed another White House official, 
staff secretary John Podesta. 

He was the 11th administration official subpoenaed to 
testify before the grand jury investigating the Whitewater matter 
and whether the administration pressured regulators to halt 
investigations of Madison Guaranty. 

While others in his administration dealt with Whitewater, 
the president made a quick trip to Pope Air Force Base in North 
Carolina, the site of a midair collision this week that resulted in 
22 deaths . 

Clinton visited with several soldiers hospitalized because of 
burns suffered when debris from the collision set ablaze a 
transport plane on the ground. 

After returning to Washington, Clinton headed to Dallas, where 
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he will serve as best man at his brother Roger's wedding today. 
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WASHINGTON -- President Clinton rounded out the tax picture of 
his Whitewater investments Friday by releasing tax returns for the 
years 1977-79 that support his contention that he lost money on the 
investment . 

The returns also showed that Clinton and his wife, Hillary, 
had some markedly more successful ventures, commodities investments 
that substantially boosted their income in 1978 and 1979. 

The Clintons previously had disclosed a decade's worth of tax 
returns, and added the documents back to 1977 to encompass the 
start of Clinton's career in public office. 

Investigators are probing whether the Whitewater real estate 
development venture played a role in the collapse of Madison 
Guaranty Savings and Loan, whose deposits were federally insured. 

Republican Rep. Jim Leach of Iowa claimed Thursday that the 
Clintons had profited from their Whitewater investment. 

Reporters were briefed on the details of the Clintons' tax 
returns by a source familiar with the documents. 

Taken together, all the returns listed Whitewater interest 
payments, capital contribution, and realty tax payments totaling 
$ 46,635.75 from 1978 through 1990, which the source said was the 
Clintons' ""pre-tax loss 1 ' on Whitewater investments. 

Factoring in tax deductions and a small gain the Clintons 
made on sale of a demonstration house on Whitewater land could 
reduce that to approximately $ 44,000, the source said. 

The newly released returns for 1978 and 1979 showed $ 22,000, 
or about half of the losses, coming in those two years. 
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However, no documentation, such as canceled checks or 
creditor statements, was included with the returns to veri£y the 
specific source of the losses. 

Whitewater Development Corp. began in 1978 with the Clintons 
investing with partners James and Susan McDougal. 

The land venture was like many in which investors figured to 
borrow money, sink it into real estate and make a quick profit that 
would more than cover the loan and interest, the White House 
briefer said. 

""But alas, you had high interest, you had a recession and 
you had marketing problems, ' ' and the venture lost money, he said. 

Clinton said in his news conference Thursday night that he 
previously had thought his Whitewater losses totaled nearly 
$ 69,000, but that he had forgotten that he had taken out a loan of 
$ 20,000 to help his mother buy property and a cabin. 

The president said that amount mistakenly was lumped with the 
Whitewater expenses, and when the loan and interest payments on it 
are deducted, the pretax loss comes to the $ 46,635 listed in the 
tax returns. 

In 1977, the Clintons had an adjusted gross income of $ 41,731 
and paid 19.6 percent of that, or $ 8,194 in federal taxes; in 1978, 
on income of $ 85,214, they paid 26.55 percent or $ 22,627 in taxes; 
and in 1979 on income of $ 158,495, they paid 37.47 percent or 
$ 59,388 in taxes. 

Commodities investments that brought them a $ 26,541 capital 
gain in 1978 had grown to a $ 72,436 gain in 1979. The 1979 gain 
nearly matched their combined income from wages and salaries. 

The release of the tax returns came as the grand jury 
investigating Whitewater subpoenaed another White House official, 
staff secretary John Podesta. 

He was the 11th administration official subpoenaed to 
testify before the grand jury investigating the Whitewater matter 
and whether the administration pressured regulators to halt 
investigations of Madison Guaranty. 

While others in his administration dealt with Whitewater, the 
president made a quick trip to Pope Air Force Base in North 
Carolina, the site of a midair collision this week that resulted in 
23 deaths. 

After returning to Washington, Clinton headed to Dallas, where 
he will serve as best man at his brother Roger's wedding today. 
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WASHINGTON -- A senior White House official inquired last 
month about removing a prominent Republican hired by the Resolution 
Trust Corp. to investigate claims arising from the failure of 
Madison Guaranty Savings a Loan, said sources familiar with the 
discussions . 

The sources said White House officials George Stephanopoulos 
and Harold Ickes were alarmed and outraged when they discovered 
that the RTC, an independent regulatory agency, had hired Jay B. 
Stephens to handle possible Madison civil suits. 

Stephens is a Republican who served in the Reagan and Bush 
administrations. He accused the administration of interfering in 
his probe of Rep . Dan Rostenkowski , D- 111 . , when Attorney General 
Janet Reno fired all Bush administration U.S. attorneys last year, 
and had weighed running for the U.S. Senate from Virginia. 

Stephens is now a partner in a law firm that has done 
extensive work for the RTC. 

The White House apparently dropped the subject of reversing 
the hiring of Stephens after being told by Deputy Treasury 
Secretary Roger C. Altman and Treasury chief of staff Joshua 
Steiner that there was nothing to be done about it. 

But the effort to find out whether Stephens could be replaced 
represents the first time the White House has been shown to have 
actively attempted to affect the handling of the investigation. One 
area of the RTC civil investigation concerns the Rose Law Firm, 
including former partner Hillary Rodham Clinton. 

Senior White House officials raised the issue of Stephens' 
hiring in two conversations with the Treasury officials on Feb. 25, 
just after discovering Stephens had been retained. 
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Ickes, Che deputy chief of staff, and Stephanopoulos , 

Clinton's senior adviser, called Altman, who was also serving as 
acting head of the RTC and had just announced he would recuse 
himself from the RTC's investigation of Madison. 

Ickes and Stephanopoulos were furious Altman had announced 
his recusal without telling the White House. The day before, Altman 
revealed to a Senate committee he had briefed White House officials 
Feb. 2 about the Madison case, and the White House had spent the 
day defending the propriety of the briefing and explaining why 
Altman should not remove himself from the probe. 

in the course of the conference call with Altman, Ickes and 
Stephanopoulos also raised the subject of Stephens, asserting his 
hiring was an ""outrageous choice,'' and asking, ""Can anything be 
done about it? Is it final? ' ' according to sources familiar with 
the conversation. The sources were uncertain if Stephanopoulos or 
Ickes raised the subject. 

Stephanopoulos also spoke with Steiner, a friend and chief of 
staff to Treasury Secretary Lloyd Bentsen. 

One source, describing Stephanopoulos as ""pretty fired up, ' ' 
said the White House aide asked Steiner ""whether that (Stephens' 
hiring) was final, whether anything could be done about it. ' ' 
Steiner told him there was nothing he could do. 

Stephanopoulos said Friday he did not ""remember exactly what 
was said'' during his conversation with Steiner but that he ""asked 
how Jay Stephens came to be retained by the RTC. I was puzzled and 
blew off steam over the unfairness of that decision . . . Once I 
got the facts from Josh, that ended the matter as far as I was 
concerned. ' ' 

Stephanopoulos said he did not remember asking Steiner 

whether the decision could be reversed or discussing the issue with 

Altman. Ickes declined to comment. 
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WASHINGTON -- A senior white House official inquired last 
month about removing a prominent Republican hired by the Resolution 
Trust Corp. to investigate claims arising from the failure of 
Madison Guaranty Savings a Loan, said sources familiar with the 
discussions . 

The sources said White House officials George Stephanopoulos 
and Harold Ickes were alarmed and outraged when they discovered 
that the RTC, an independent regulatory agency, had hired Jay 
Stephens to handle possible Madison civil suits. 

Stephens, a Republican who served in the Reagan and Bush 
administrations, accused the Clinton acfeninistration of interfering 
in his probe of Rep. Dan Rostenkowski , D-Ill . , when Attorney 
General Janet Reno fired all Bush administration U.S. attorneys 
last year. Stephens is now a partner in a law firm that has done 
extensive work for the RTC. 

The White House apparently dropped the subject of reversing 
the hiring of Stephens after being told by Deputy Treasury 
Secretary Roger C. Altman and Treasury chief of staff Joshua 
Steiner that there was nothing to be done about it. 

But the effort to find out whether Stephens could be replaced 
represents the first time the White House has been shown to have 
actively attempted to affect the handling of the investigation. One 
area of the RTC civil investigation concerns the Rose Law Firm, 
including former partner Hillary Rodham Clinton. 

Senior White House officials raised the issue of Stephens' 
hiring in two conversations with the Treasury officials on Feb. 25, 
just after discovering Stephens had been retained. 

Ickes, the deputy chief of staff, and Stephanopoulos, 

Clinton's senior adviser, called Altman, who was also serving as 
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acting head of the RTC and had juat announced he would recuse 
himself from the RTC's investigation of Madison. 

Ickes and Stephanopoulos were furious Altman had announced 
his recusal without telling the White House. The day before, Altman 
revealed to a Senate committee he had briefed white House officials 
Feb. 2 about the Madison case, and the White House had spent the 
day defending the propriety of the briefing and explaining why 
Altman should not remove himself from the probe. 

In the course of the conference call with Altman, Ickes and 
Stephanopoulos also raised the subject of Stephens, asserting his 
hiring was an ""outrageous choice, 1 ' and asking, ""Can anything be 
done about it? Is it final? ' ’ according to sources familiar with 
the conversation. The sources were uncertain if Stephanopoulos or 
Ickes raised the subject. 

Stephanopoulos also spoke with Steiner, a friend and chief of 
staff to Treasury Secretary Lloyd Bentsen. 

One source, describing Stephanopoulos as ""pretty fired up,' 1 
said the White House aide asked Steiner ""whether that (Stephens' 
hiring) was final, whether anything could be done about it. " 

Steiner told him there was nothing he could do. 

Stephanopoulos said Friday he ""asked how Jay Stephens came 
to be retained by the RTC. I was puzzled and blew off steam over 
the unfairness of that decision . . . Once I got the facts from 
Josh, that ended the matter as far as I was concerned. 

White House Chief of Staff- Mack McLarty said: ""Both Mr. 

Stephanopoulos and Mr. Ickes have told The Washington Post that 
they have no recollection of asking anyone to change the RTC's 
decision to retain Mr. Stephens and his law firm, as the Post is 
reporting. There is no suggestion that any action was taken. Mr. 

Stephens is continuing to conduct his inquiry for the RTC. ' ' 
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The White House, in response to continuing questions about the personal 
finances of President Clinton and First Lady Hillary Rodham Clinton, on Friday 
released their tax returns for 1977-79, the President's early years in public 
life in Arkansas. 

The documents paint a fascinating picture of a young, relatively low-paid 
couple dabbling in highly speculative commodity and real estate ventures that in 
one case paid spectacular returns and in another -- the ill-fated Whitewater 
deal -- resulted in sizable financial losses and incalculable political costs. 

The tax returns also reveal that the Clintons were involved in an earlier 
real estate investment with their Whitewater partner, James B. McDougal, that 
made them a modest $2,150 profit and emboldened them to try their luck in the 
much larger Whitewater project. 

The tax returns were made public by the Clintons' private attorney, David 
Kendall of the Washington law firm Williams A Connolly. Kendall, in a briefing 
for reporters at the White House, also provided additional documentation on the 
Clintons' losses in the Whitewater deal. 

Kendall said the Clintons were releasing the 1977-79 tax returns "in a spirit 
of full cooperation and openness," noting that the First Family has now made 
public 16 years of tax filings. 

Kendall said all the material had been provided to special counsel Robert B. 

Fiske Jr., who is investigating Whitewater Development Corp. and related matters 
involving the Clintons' years in Arkansas and the Administration's handling of 
the aftermath of the collapse of Madison Guaranty Savings A Loan, a Little 
Rock, Ark., thrift owned by McDougal. 

The news came as the grand jury investigating the Whitewater matter issued a 
subpoena to another senior White House aide. The white House issued a brief 
statement saying that staff secretary John Podesta had been summoned to testify 
about his knowledge of contacts between the White House and the Treasury 
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Department in relation to the investigation of Madison Guaranty. 

The Clintons' tax returns for the years 1977-79 show a remarkable growth in 
income for the couple, from $41,731 in 1977 to $85,214 in 1978 and $158, 49S in 
1979. 

Salary increases account for little of the growth. In 1977, Clinton's first 
year as Arkansas attorney general, he was paid $25,378.77 while his wife, who 
then used her maiden name, Hillary Rodham, was paid $14,800 as a first-year 
associate at the Little Rock law firm Rose, Nash, Williamson, Carroll, Clay a 
Giroir -- now known simply as the Rose Law Firm. 

She started at the firm in March that year and was paid for only 10 months. 

The low salary also is an indication of the low wages paid lawyers in small 
towns. At the time, associates at law firms in New York or Los Angeles made at 
least twice as much. 

That year, the Clintons reported virtually no additional outside or 
investment income. 

In 1978, their combined salaries grew to about $51,000, but they also 
reported income from two investments - - a land deal with McDougal known as 
Rolling Hill Manor, for which they claimed a capital gain of $2,150, and profits 
of $26,541 from commodity trading. 

That year also marked the establishment of Whitewater Development, a 50-50 
partnership with McDougal and his then-wife, Susan, to buy 230 acres of land 
along the White River in northern Arkansas. The two couples borrowed $203,000 to 
buy the property and the Clintons claimed an interest deduction of $10,131 for 
payments made on the loans in 1978. 

Hillary Clinton began trading in commodities in October, 1978, at the urging 
of the Clintons' close friend, Arkansas lawyer James B. Blair, now the general 
counsel of Tyson Foods Inc., the nation's largest poultry producer. 

Her investment in the high-risk cattle futures market is surprising, given 
that the Clintons had relatively low incomes and very few assets, white House 
aides would not say how much of her own money Hillary Clinton put at risk or how 
much of the trading was done on credit. 

In 1979, Clinton took office as governor and earned a salary of $33,519.14, 
while Hillary Clinton became a partner at the Rose Law Firm and saw her income 
rise to $38,615.60. But her luck in the futures market continued and she 
reported profits of $72,996 before bailing out of commodities in October of that 
year. 

The Clintons that year continued to pour money into the Whitewater project 
without reporting any income from the land deal, the returns show. They paid 
$11,990.02 in interest charges on the venture, as well as making a $500 capital 
contribution, about which officials could not provide any detail. 

After they got out of the commodities market, the Clintons' income fell 
substantially. Previously released tax returns show that their adjusted gross 
income for 1980 was $87,175, almost all of it from their salaries. By 1992, 
their income had grown to $280,000, most of it from Hillary Clinton's law firm 
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earnings and fees for serving on boards of directors. 

In addition to the new tax returns, the Mhite House provided a new accounting 
of the Clintons' Whitewater investment. The Clintons now believe that they lost 
$46,635.75 on the land deal, rather than the $68,900 they had claimed for the 
last two years, Kendall said. 

President Clinton said Thursday that he had assumed erroneously that $22,000 
he borrowed to help his late mother buy a home in Hot Springs, Ark., actually 
had been borrowed for the Whitewater project. Clinton told a news conference 
Thursday night that he discovered the mistake when he was proofreading his 
mother's autobiography, "Leading with My Heart, " which refers to a loan that he 
took out to help pay for the house. 

Asked about the discrepancy Friday, Clinton said: "Keep in mind all this 
happened in the heat of the *92 campaign. Keep in mind, when I was first asked 
about this back in '92, just off the top of my head, I said we lost money but I 
don't think it was a great deal." 

James M. Lyons, a Denver attorney and Clinton friend who prepared an earlier 
analysis of the Whitewater deal, has now revised his estimate of the Clintons' 
losses to reflect the new information. But he still stands by his estimate that 
McDougal, who was purportedly the Clintons' equal partner, lost $92,200 on the 
venture . 

In a letter released Thursday, Lyons also offered his opinion that the 
Clintons owe no additional taxes as a result of the revision of the Whitewater 
account because they were entitled to deduct the interest payments on the 
$22,000 loan for the President's mother even though the money wasn't borrowed 
for the Whitewater venture. But White House aides have said it is possible that 
additional tax liability may be discovered and that the Clintons are prepared to 
pay any back taxes. 

A source familiar with the Clintons' finances who briefed reporters Friday 
could not account for the difference in losses between the two partners and 
would not comment on whether the discrepancy represented a gift from McDougal to 
the Clintons. 

The tax returns show that the Clintons in 1978 paid $10,130.58 in interest to 
Great Southern Land Co., an entity that officials said was a McDougal company 
that used the money to make payments on Whitewater loans. 

GRAPHIC: Photo, {Southland Edition) The President talks to reporters at the 
White House prior to leaving for a tour of the site of a plane crash at Pope Air 
Force Base, N.C. Associated Press 

LANGUAGE: ENGLISH 

LOAD- DATE -MDC: March 27, 1994 


LEXIS'- NEXIS'W LEXIS'- NEXIS'®§ LEXIS'- NEXIS'» 

Coruiros nf Mssri Hats Central Inc 





2399 


Page 54 


LBVSL 1 - 19 OP 73 ITEMS 

Copyright 1994 The Times Mirror Company 
Los Angeles Times 

March 26, 1994, Saturday, Home Edition 
SECTION: Part A; Page 22; Column X; National Desk 
LENGTH: 727 words 

HEADLINE: LE TT ER SHOWS OFFICIAL DOUBTS ON WHITEWATER PROSECUTION; 

PROBE: TKEN-U.S. ATTORNEY WARNED FBI IN 1992 THAT CHARGES MIGHT NOT BE PROVABLE 
AND WOULD NOT BE FAIR IN LIGHT OF POLITICAL SITUATION. 

BYLINE: By RONALD J. OSTROW and WILLIAM C. RBMPBL, TIMES STAFF WRITERS 

DATELINE: LITTLE ROCK, Ark. 

BODY 

As the 1992 presidential election approached, the U.S. attorney in Little 
Rock argued vehemently against bringing charges in the Whitewater controversy, 
contending that initiating prosecution at that time would constitute 
"prosecutorial misconduct," it was learned Friday. 

Then-U.S . Atty. Charles A. Banks, a Republican appointee, warned in a letter 
to the FBI that taking federal action then would be unfair because it could give 
a sense of legitimacy to allegations affecting a candidate that might not be 
provable. 

The unusual October, 1992, letter from Banks to Don Pettus, then the special 
agent in charge of the FBI's Little Rock office, sheds light on a little-known 
struggle within the federal bureaucracy on what to do about the Whitewater case 
. as Election Day approached. 

The episode provides the basis for a central dispute that rages today on the 
matter: Was it a case of financial and political abuse that was long stifled and 
stalled for political reasons? Or was it a tangled financial mess that, while 
requiring delicate handling and attention to fairness, was of marginal 
importance compared with other savings and loan prosecutions. 

Republican critics of the Clinton Administration have moved toward the former 
interpretation. They released documents Thursday from investigator R. Jean 
Lewis, who worked for the Resolution Trust Corp., conveying her frustration and 
suspicions about delays in the case. The RTC is the federal agency set up to 
oversee failed SSLs 

Banks' letter, which he acknowledged writing but refused to discuss Friday, 
reflects the position held by some Justice Department officials who saw Lewis as 
oversealous and unfairly single-minded about a matter that could have had major 
electoral repercussions. 

A spokesman for Rep. Jim Leach of Iowa, the leading House Republican critic 
of the Administration on the Whitewater case, said Leach did not have a copy of 
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Banks 1 latter. 

Leach, releasing documents Thursday that shed new light on the controversy, 
charged that the Arkansas real estate venture was ultimately used ”to skim, 
directly or indirectly, federally insured deposits" from a Little Rock savings 
and loan. 

In the letter. Banks noted that he had met with the FBI on a "referral” for 
possible criminal prosecution in the case involving Madison Guaranty Savings & 
Loan, which was owned by James B. MCDougal, a partner with then -Gov. Bill 
Clinton and Hillary Rodham Clinton in the Whitewater Development Corp. 

Banks said that even after a second review of the case, he still had doubts 
that it could be successfully prosecuted against any of the witnesses in the 
case. The Clintons, as investors in the Whitewater project, one of the McDougal 
enterprises that investigators believe was used to skim money from Madison 
Guaranty, were among the witnesses. 

The letter noted that Pettus had been ordered to conduct an immediate review 
of the case to determine if prosecution was warranted and to provide an answer 
later that week. He did not make clear who in the FBI was ordering Pettus to 
move quickly. 

FBI spokesman John Collingvood said Friday that he would have no comment. 
Banks, in declining to coament, said: "As (then-) U.S. attorney, I could not 
properly discuss reports and correspondence about cases, and I don't feel I have 
been relieved of that restriction today. And now that there is a (special 
counsel) assigned to the case, it is even more inappropriate for me to comment." 

But in his letter to Pettus, Banks made it clear that he resented the 
pressure for action, without revealing its source. He said neither he nor anyone 
in the U.S. attorney's office would take part in the inquiry before the Nov. 3 
election. 

The letter said that moving further on the case at that point -- presumably 
to • federal grand jury -- would lead to press inquiries and give legitimacy to 
charges that might not be provable. This would be inappropriate and would amount 
to prosecutorial misconduct, it said. 

Three months later. Banks tried to remove himself from the case, but the 
Justice Department found no grounds for "recusal” and supported his view that no 
criminal action should be taken. 

A second criminal referral eventually was made and the entire case is now 
being investigated by Whitewater special counsel Robert B. Fiske Jr. 

Ostrow reported from Washington and Reopel from Little Rock. 
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BYLINE: By RUTH MARCUS, THE WASHINGTON POST 
DATELINE: WASHINGTON 
BODY 

A senior White House official inquired last month about removing a prominent 
Republican hired by the Resolution Trust Corp. to investigate claims arising 
from the failure of Madison Guaranty Savings & Loan, according to sources 
familiar with the discussions. 

The sources said senior White House officials George Stephanopoulos and 
Harold M. Ickes were alarmed and outraged when they discovered in late February 
that the RTC, an independent regulatory agency, had hired Jay B. Stephens to 
handle possible civil suits growing out of the Madison Guaranty case. Stephens 
severely criticized the Clinton Administration after he was fired as U.S. 
attorney for the District of Columbia in March, 1993. 

The White House apparently dropped the subject of reversing the hiring of 
Stephens after being told by Deputy Treasury Secretary Roger Altman and Treasury 
Chief of Staff Joshua Steiner that there was nothing to be done. 

But the efforts to find out whether Stephens could be replaced represents the 
first time the White House has been shown to have actively attempted to affect 
the handling of the politically sensitive investigation. One area of the RTC 
civil investigation concerns the potential liability of the Rose Law Firm, 
including former partner Hillary Rodham Clinton, for its representation of 
Madison Guaranty. 

Senior White House officials raised the issue of Stephens' hiring in two 
conversations with the Treasury Department officials on Feb. 25, just after 
discovering Stephens had been retained. 

Ickes, the deputy chief of staff, and Stephanopoulous , Clinton's senior 
adviser, called Altman, who was also serving as acting head of the RTC and had 
just announced he would recuse himself from the RTC's investigation of Madison 
Guaranty. Stephanopoulous also spoke with Steiner. 

Stephanopoulos said Friday he did not "remember exactly what was said” during 
his conversation with Steiner but that he "asked how Jay Stephens came to be 
retained by the RTC. I was puzzled and blew off steam over the unfairness of 
that decision. . . . Once I got the facts from Josh, that ended the matter as 
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far aa I was concerned." 

Stephanopoulos said ha did not remember asking Steiner whether the decision 
could be reversed or discussing the issue with Altman. Zckes declined to 
comment . 
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HEADLINE: Clinton tax returns clarify some issues Whitewater queries remain 

BYLINE: Richard Whittle, Washington Bureau of The Dallas Morning News 

I 

DATELINE: WASHINGTON 
BODY 

WASHINGTON - President Clinton released tax returns and other data Friday 
showing that almost all of the amount that he and his wife consider their loss 
in the Whitewater venture was tax-deductible interest on loans. 

Mr. Clinton's personal attorney, David Kendall, told reporters at a White 
House briefing that the president and first lady Hillary Rodham Clinton were 
releasing the documents in "a spirit of full cooperation and openness." 

The returns for the years 1977-79 supported the Clintons' descriptions of 
their role in the Whitewater investment and clarified some figures. But they 
failed to resolve critics' questions about the relationship between Whitewater 
and a savings and loan owned by James McDougal, one of the Clintons' partners in 
the real estate venture. 

At the briefing, a source familiar with the tax returns acknowledged that 
because the interest deductions reduced the Clintons' taxes, their overall 
losses actually were less than the $ 46,635 the president now figures the real 
estate deal cost them. 

A pre-tax loss' 

But the source - who spoke under ground rules set by the White House - said 
changes in tax rates and in the Clintons' income had made it impossible to 
calculate how the investment affected their net worth. 

"That's a pre-tax loss," the source said of the $ 46,635 figure. 

"They did,, however, deduct interest, so they got some tax benefit." 

The Clintons' deductions would have been limited to $ 3,000 per year if they 
had invested cash in the venture and been unable to recover it. 

But the source familiar with the returns confirmed that - as Mr. McDougal has 
said in several television interviews - the Clintons paid no cash for their 50 
percent share in the partnership when they launched the Whitewater venture in 
1978. 
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The Clintons and Mr. McDougal and then-wife Susan co- signed $ 203,000 in 
loans from two banks to purchase 233 acres of land for vacation and retirement 
homes along Arkansas' White River. 

Whitewater Development Corp. was formally established a year later. 

Along with the tax returns, the White House released a summary of the 
"Clintons' Whitewater Payments" from 1978 to 1990, which showed that of the $ 

46,635 they spent on the venture, $ 41,385 was interest on loans. 

The additional $ 5,250 included a 1990 accountant's bill for $ 2,839, another 
$ 1,911 in real estate and franchise taxes paid in 1988-90, and a "capital 
contribution" of $ 500 paid in 1979. The summary said the Clintons deducted 
only $ 1,275 of those amounts from their taxes. 

Different figures 

Mr. Clinton's aides have said since 1992 that the Clintons lost $ 68,900 in 
Whitewater Development Corp. But the president said Thursday at a news 
conference he had discovered that a $ 20,744 loan included in that sum was 
actually used to buy his mother land for a cabin. 

The $ 68,900 figure was based on a report commissioned by the Clinton 
campaign in 1992 and compiled by Denver lawyer James Lyons. 

In a letter to Mr. Kendall released with the tax returns, Mr. Lyons said his 
report counted the $ 20,744 loan and $ 1,500 in interest as Whitewater expenses 
in part based on "interviews and statements by the Clintons concerning the 
nature and purpose of this 10-year-old check." 

The size of the Clintons' Whitewater losses has been a key issue because of 
suspicions that money from Mr. McDougal 's Madison Guaranty Savings and Loan 
might have been used to help the Clintons financially or politically. Special 
counsel Robert B. Fiske Jr. is investigating those questions, among others. 

The president said at his news conference that he had "absolutely no 
knowledge" of any money from Madison being used to benefit either Whitewater or 
his Arkansas gubernatorial campaign treasury. 

Federal inquiry 

Rep. Jim Leach, R-Iowa, on Thursday released a memo written by an 
investigator for the Resolution Trust Corp., the federal SSL cleanup agency, 
which related her "opinion and belief that Whitewater did, in fact, cause a loss 
to Madison because of the amount of unauthorized loans McDougal made ... to 
entities in which he was a primary party and beneficiary. ” 

The investigator, L. Jean Lewis, also wrote that she had told one of her 
superiors from Washington that such loans "ultimately benefited his (Mr. 

McDougal *s) business partners - the same business partners that knew they had 
real estate ventures that were not cash flowing, but that also knew their 
mortgages and notes were being paid." 

Madison Guaranty was under investigation because it failed in 1989 at a 
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cose to taxpayers of $ 47 million. 

The source familiar with the Clintons' finances declined to comment on Mr. 
Leach's evidence. But he said Whitewater Development's loans and interest on 
them were covered in part by payments received from the few customers who bought 
lots in the development. 

"The Clintons received nothing directly from Madison Guaranty ... or 
indirectly," the source said. "We have no reason to believe they may have 
benefited from Madison Guaranty. " 

In addition, the source said, the Clintons took no day-to-day role in 
operating Whitewater Development, leaving that to Mr. and Mrs. McDougal . 

And Mr. Kendall's review of the records, the source said, showed that 
Whitewater was run in hip-pocket manner. 

"The degree of informality here was great," the source said. 

"This was a company that never had an office or employee.” 

Informal records 

The records show, and the source confirmed, that the informality began 
immediately. 

Por example, there was never a written partnership agreement, the source 
said. 

And, the source said, the Clintons' first $ 10,130.58 interest payment on the 
loans they co-signed with the McDougals was paid not to the banks from which the 
funds were borrowed, but to another McDougal venture, the Great Southern Land 
Co. 


The source said he could not explain why Mr. McDougal "asked them to make the 
first interest payment” to Great Southern Land. He added that there was no 
documentation to prove that the payment was in fact used to pay interest on the 
Whitewater loans. 

Nevertheless, the source said he considered the Clintons' tax deduction 
proper because "this looks like about half of the first year's interest" on the 
$ 203,000 borrowed to start Whitewater. And, the source said, the Clintons 
"paid it as interest” whether it was used that way or not. 

Mr. Clinton had released his tax returns since 1980 during his campaign for 
president. But until Friday, he had declined to release the 1977-79 returns, 
which showed that the Clintons made more than $ 72,000 in 1979 - almost double 
their income the year before - by trading in commodities futures. 

White House Press Secretary Dee Dee Myers said the returns had been withheld 
because "we had released their tax forms going back more than a decade and I 
think that was already an extraordinary amount of disclosure." 

The release of the returns came a week after The New York Times 
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revealed that Mrs. Clinton made the risky commodity futures trades that 
resulted in that substantial gain with help from a friend wbowas a lawyer for 
Tyson Poods, a politically powerful Arkansas company. 
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HEADLINE: Clintons Release Tax Data Showing Land Deal Losses 
BYLINE: By JEFF OBRTH, Special to The New York Times 

DATELINE: WASHINGTON, March 25 


BODY 

Bowing to political pressure, Bill and Hillary Rodham Clinton today released 
tax returns and other financial data that give the clearest picture to date of 
how the couple made and lost money early in Mr. Clinton's political career. 

The documents, which include tax returns from 1977 to 1979, show that the 
couple nearly quadrupled their annual income in those years, from $41,731 to 
$158,495. 

That increase was largely attributable to commodity trades by Mrs. Clinton, 
which were arranged with the help of a lawyer for Tyson Poods, the nation's 
largest poultry company. 

Amount at Risk Unknown 

The speculative trading, which netted about $100,000 from October 1978 to 
October 1979, is described incompletely in the forms. The returns do not show 
how much money, if any, was initially invested, and a person familiar with the 
returns who briefed reporters today at the White House was unable to provide a 
figure. Mrs. Clinton's commodity trading was first reported by The New York 
Times on March 18. 

In another aspect of the inquiries involving the White House and the 
Clintons' financial activities, a senior Administration official said tonight 
that he had raised questions about the Resolution Trust Corporation's 
investigation into the failed Arkansas savings and loan at the center of the 
inquiries after a well-known Republican prosecutor was hired to handle a portion 
of the civil case. 

The official, George Stephanopoulos , a senior aide to President Clinton, said 
that he spoke on Feb. 25 with Joshua Steiner, the chief of staff to Treasury 
Secretary Lloyd Bent sen, about the decision to hire the Republican, Jay B. 

Stephens, a former united States Attorney for the District of Columbia. 

Mr. Stephanopoulos ' s statement confirmed that he had discussed Mr. Stephens 
with Mr. Steiner, as reported in Saturday's issue of The Washington Post. It was 
the first acknowledgement by White House officials that they had expressed any 
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^ concern about tba Resolution Trust Corporation investigation into the Madison 
Guaranty Savings and Loan Association, which financed part of the Whitewater 
real estate deal in which the Clintons had invested. 

Political Pressures 

The disclosure of Mr. Stephanopoulos ' s talk with Mr. Steiner came as a 
number of other conversations between the Treasury Department and the White 
House were being challenged as a possible effort to interfere with the 
investigation into Madison. 

The President and his wife are under mounting political pressure to put 
questions about Whitewater, an Arkansas land development in the Ozark Mountains, 
behind them. The documents that they released today, however, may have weakened 
one of the Clintons' central defenses to questions aboUt the deal. 

For two years, the Clintons have asserted that they lost $68,800 on the 
investment, using the figure to rebut accusations that their partner, James B. 
McDougal , had covered a disproportionate share of the losses. Mr. McDougal and 
his wife at the time, Susan, were equal partners in the venture, and the Clinton 
campaign said the McDougals had lost $92,000. 

Mr. McDougal was the owner of Madison Guaranty, which permitted sizable 
overdrafts in Whitewater's checking account in the 1980 's. 

A lawyer who oversaw a report on the Clintons' finances that was released by 
the campaign in 1992 said in a letter made public today that his report had 
overstated the Clintons' losses by $22,244, making the Clintons' total loss 
$46,635. The lawyer, James M. \>y on*., said the error was caused, in part, by 
"interviews and statements by the Clintons." 

The documents released today also showed that the Clintons gave Mr. Lyons 
inaccurate information about a $20,000 loan from a small bank also owned by Mr. 
McDougal and that the information in part led the Clinton Presidential campaign 
to overstate significantly the couple's losses in the Whitewater real estate 
venture . 

President Clinton said on Thursday that he had forgotten until this week that 
he had taken out the loan in 1981 to help his mother buy a house. He said it had 
nothing to do with Whitewater. Mr. Clinton repaid the loan with a check for 
$20,700 in 1982 after his mother remarried and paid him back. 

Mr. Lyons's letter raised new questions about how Mr. and Mrs. Clinton 
responded in 1992 to potentially damaging news accounts suggesting that 
Whitewater might have been a sweetheart deal in which the Clintons put up far 
less than the couple who were their equal partners. 

Closing the gap between the Clintons' losses and those of the McDougals 
lessened the impact of Whitewater and any appearance that Mr. McDougal was 
seeking to influence the Governor, whose appointees regulated state- chartered 
institutions like Madison. 

Campaign aides said at the time that a report by the Clintons' personal 
accountant put the couple's Whitewater loss at about $43,000, the figure that 
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the Mhite House now confirms. 

In his news conference on Thursday, Mr. Clinton acknowledged that Mr. Lyons's 
report was in error, but he did not say how the campaign's accountants had come 
to overstate his Whitewater losses by roughly SO percent. 

Mr. Clinton said recent news reports about the Whitewater affair had prompted 
him to "start racking my brain" about a 1982 check for $20,700 that his top 
aides said was repayment of a Whitewater- related loan. By Mr. Clinton's account, 
the process of "fact-checking" galleys of his late mother's autobiography led 
him to remember "something that I had genuinely forgotten, " namely taking out a 
$20,000 loan in his name from Madison Bank and Trust, the other small 
institution that Mr. McDougal owned, to help his mother buy a home. 

Mr. McDougal, in interviews this year, insisted that the $20,700 check was 
unrelated to Whitewater. Bruce Lindsey, a senior adviser to the President, 
replied that Mr. McDougal was mistaken and that the White House stood by the 
Lyons report. Mr. Lyons said the same earlier this month. 

The tax returns and other information were made public today at the White 
House. 


At a subsequent briefing, the person familiar with the tax returns said there 
was incomplete information and documentation to back up tax deductions taken by 
the Clintons for Whitewater interest payments. But the person did not indicate 
whether the Clintons intended to pay any more taxes in connection with those 
deductions. 

The business ventures whose details were amplified in the disclosures today 
were two of the largest investments of the Clintons' lives. Both Whitewater and 
the commodity trading arose in 1978 after Mr. Clinton won the Democratic 
nomination for Governor, which in Arkansas made him the favorite in the general 
election. 

Although Mr. Clinton was a rising star in Arkansas politics, he and his wife 
had few assets. For the previous year, 1977, their earnings had totaled only 
$41,731, their tax return showed. 

Borrowing by Partners 

In August 1978, the McDougals and the Clintons took out $203,000 in loans to 
purchase land in the Ozarks. All four signed the biggest mortgage, for $183,000. 

Three months earlier, Mr. McDougal had helped Mr. Clinton earn $2,100 on 
another Arkansas land deal --a return of more than 70 percent, said the person 
who briefed reporters today. 

The couple was hoping for similar results with Whitewater, a venture in which 
their cash investment was only $500, according to a Whitewater financial summary 
that was among the documents made public today. 

Two months after Mrs. Clinton signed the loans for Whitewater, she began 
trading in commodities, a risky investment that in her case proved enormously 
profitable. In the 1978 return, the couple showed net gains of $26,541. Although 
taxpayers are required to specify when the assets were bought and sold, and for 
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how much, the Clintons' return does not do so. 

The following year, the couple reported $72,436 in gains. The trades were 
listed as occurring in 1979. No other information was included. 

It appears that the Clintons' success in the commodities market was 
signif icantly offset by their troubles in the real estate venture. After its 
first few years, Whitewater did not sell land quickly enough to make the 
interest payments on the mortgage. 

Between 1978 and 1980, the Clintons appear to have borne their half of the 
interest costs, paying more than $42,000, which was deducted on their tax 
returns . 

But from 1981 to 1984, years in which Whitewater sold little land, the 
venture's income was far less than the costs of the interest payments, a 
difference that was made up largely by Mr. McDougal, records show. According to 
the accounting made public today by the Clintons, the couple paid only $243 in 
Whitewater- related interest from 1981 to 1986. 

The person familiar with the Clinton's tax returns said the couple had never 
received any disbursements from Whitewater. That means their $46,000 in payments 
were a loss. 

Mr. McDougal, who was briefly an aide to Governor Clinton in 1979, bought a 
state-regulated bank in 1980 and state- chartered savings and loan in 1982. His 
savings and loan, Madison Guaranty, allowed Whitewater frequent, sizable 
overdrafts, causing what Federal investigators later estimated was a loss to 
Madison of at least $70,000. 

L. Jean Lewis, an investigator for the Resolution Trust Corporation who 
reviewed Whitewater's records in 1992 and 1993, argued earlier this year that 
the Clintons must have known that Mr. McDougal was carrying their share of the 
venture . 

The conversation described by Mr. Stephanopoulos occurred on the same day 
that Roger C. Altman, the Deputy Treasury Secretary and acting head of the 
Resolution Trust Corporation, recused himself from any matters involving 
Madison Guaranty. 

Mr. Stephanopoulos said tonight that he had not tried to persuade Mr. Steiner 
to halt the appointment of Mr. Stephens, who is one of the more than 100 United 
States Attorneys who were not retained when Mr. Clinton took office last year. 

The Post's account, however, said that Mr. Stephanopoulos and another high White 
House aide, Harold M. Ickes, were outraged when they learned of Mr. Stephens’s 
appointment and that they had inquired about removing him. 

Mr. Stephanopoulos said he could not recall if the subject arose once more 
later that day when he and Mr. Ickes, the White House deputy chief of staff, 
spoke by telephone with Mr. Altman. 

The Treasury Department oversees the Resolution Trust Corporation, and Mr. 

Altman has been acting head of the agency. He has recused himself from 
involvement on matters involving Madison and acknowledged holding several 
discussions with White House officials to alert them of that intention. 
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Mr. Stephanopoulos aaid he spoke to Mr. Steiner on Feb. 25 to discuss Mr. 
Altman's decision to recuse himself and mentioned Mr. Stephens during that 
discussion. 

"I was puzzled and blew off steam over the unfairness of that decision," Mr. 
Stephanopoulos said. "Because Jay Stephens had accused the President of improper 
interference in an investigation." 

Thomas F. McLarty 3d, the White House chief of staff, said in a statement to 
The Post that neither Mr. Ickes nor Mr. Stephanopoulos recalled having asked 
anyone to rescind the Stephens hiring. "There was no suggestion that any action 
was taken," he said. 

Mr. Stephens, who was heading the prosecution of Representative Dan 
Rostenkowski , Democrat of Illinois, complained that after he had been replaced 
as United States Attorney Mr. Clinton was interfering in the investigation. 
Administration officials have viewed him with suspicion ever since. 

A senior Administration official said that White House officials had asked 
whether the hiring of the former prosecutor could be reversed and backed down 
only after Mr. Steiner insisted that such action would not be possible. 

Mr'. Stephanopoulos denied that he had suggested terminating Mr. Stephens. "I 
got the facts from Josh, " he said. "That was the end of the matter as far as I 
was concerned. I have no memory of discussing this with Altman." 

Meanwhile, the grand jury investigating the Whitewater affair has subpoenaed 
another Administration official, John Podesta, the White House' staff secretary. 
He is the 11th Administration official to be called to testify. 

GRAPHIC: Photo: Trying to put Whitewater questions behind them, the Clintons 
released tax returns for the late 1970's. Reporters and photographers gathered 
at the White House yesterday for the documents. (Associated Press) (pg. 6) 

Chart: "Investing in Whitewater" shows a summary of payments Bill and Hillary 
Clinton reported for the Whitewater Development Company, (pg. 6) 
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The battle lines have hardened and the stakes have been raised. That much can 
be said of the remarkable sequence of events on Thursday, in which 
Representative Jim Leach all but accused the Clinton Administration of 
obstructing justice and Bill Clinton, in a nationally televised news conference 
a few hours later, unequivocally denied that he had done any such thing. 

This can also be said: The truth about the tangled mess known as Whitewater 
remains more elusive than ever. Representative Newt Gingrich summed it up pretty 
well for the Republican critics: Here we ha<re two believable men making two 
equally plausible cases. And they disagree on just about everything. 

The gap between Mr. Leach's charges and Mr. Clinton's responses is huge. 

That only strengthens the need for the special prosecutor, Robert Piske, to 
vigorously pursue every new lead and for Congress, at an appropriate time and in 
a way that will not interfere with Mr. Piske, to hold hearings. 

One key question is whether any depositors' funds from Madison Guaranty, a 
failed Arkansas savings and loan, were siphoned off to underwrite Mr. Clinton's 
political career in Arkansas and/or prop up Whitewater, a speculative real 
estate venture that the Clintons owned in partnership with James McDougal, 
Madison's chairman. Mr. teach said that "in all likelihood" some $70,000 had 
been skimmed from Madison accounts and funneled into Whitewater and Mr. 

Clinton's 1984 re-election campaign. 

To which Mr. Clinton replied: "None of our money was borrowed from savings 
and loans, and we had nothing to do with the savings and loan." 

The second question is whether the Clinton Administration has tried to 
obstruct Federal investigations into Madison. Mr. Leach produced documents that 
he said suggested the Administration had done just that. The most dramatic was a 
memo from a Federal investigator in Kansas City who said her superiors in the 
Treasury Department had asked her to get the Clintons "off the hook" by telling 
Mr. Piske that there was no connection between Madison and Whitewater. 

Mr. Clinton suggested that this was little more than a dispute between career 
Federal employees, not involving the White House or its political appointees. 
When asked whether there had been improper contacts between his staff and 
investigators, he said: "I cam tell you categorically I had no knowledge of this 
and was not involved in it in any way. " 
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Nr. Clinton's only concession was that, through an inadvertent goof, he had 
overstated his losses on the Whitewater land deal by $22,000. Still, he and his 
associates cling to the contention that the entire Whitewater exercise was 
harmless because the Clintons lost money, as if losing money on a deal somehow 
proves the honesty of the deal. 

The central issue, however, is whether Mr. Clinton, as Governor, profited 
improperly from his relationship with a banker he was supposed to regulate and, 
as President, sought to cover that up. 

Mr. Leach says, in effect, that he did both. Mr. Clinton says he did not. 
Enter Mr. Fiske. 
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President Clinton released tax returns Friday from the late 1970s that rebut 
allegations that he and Hillary Rodham Clinton took improper deductions for the 
Whitewater land deal, but which also leave broader questions about the 
investment unanswered. 

under increasing criticism from Republicans, who accused Clinton of 
misrepresenting his role in Whitewater, the White House made public his 1977, 

1978 and 1979 returns in an effort to appear more forthcoming. 

Reporters had been asking for the returns for weeks amid mounting controversy 
over the president and first lady's roles in the Arkansas real-estate venture. 

"In a spirit of full cooperation and openness, the Clintons have now made 
public their tax returns for the past 16 years," said David Kendall, the 
Clintons' personal lawyer. 

Tax experts provided by the White House said the returns appear to support 
the Clintons' account of their Whitewater tax deductions. However, the experts 
said that without such documents as canceled checks or bank records, the tax 
returns are insufficient to disprove other allegations raised Thursday by Rep. 

Jim Leach, R-Iowa, the Clintons' key critic. 

Leach alleged that the Clintons made money on Whitewater and that funds from 
the failed Madison Guaranty Savings and Loan Association improperly were sent 
into Whitewater or Clinton gubernatorial campaign coffers. The returns "don't 
shed a lot of light" on those questions, said Ronald Pearlman, a former 
assistant Treasury secretary for tax policy. 

"The real issue is, is it possible that they did get benefits or income that 
hasn't been disclosed? And who knows?" he said. "That's the kind of thing that 
the special prosecutor (Robert Fiske) is going to have to determine.” 

The disclosures prompted an apology to the Clintons from James McDougal, 
their former partner in the Whitewater Development Corp. , who had disputed 

LEXIS'- NEXIS'fS LEXIS- NEXIS'W LEXIS'- NEX1S'® 

O itotH Hate Cen tr al Inr 


14837 



2415 


THE ARIZONA REPUBLIC, Mvcb 26 , 1994 


Page 70 


Clinton's statement of lossss in ths vsnturs. 

"My fses is rsd. I hsvs to admit,” McDougal said. "X am now convinced that I 
have substantially underestimated the amount they put in Whitewater. X now 
believe that those are legitimate deductions.” 

The returns show that the Clintons' income was modest during Clinton's early 
years in public office, except for a $72,000 gain reported in 1979 from 
commodity trading by Mrs. Clinton. In 1978, their return showed $26,000 in 
income from commodity trading. 

The Whitewater and commodity ventures were their key investments. Their 
combined adjusted gross income rose from $41,731 in 1977 to $85,214 in 1978 and 
to $158,495 in 1979. 

The New York Times reported last week that Mrs. Clinton made a series of 
lucrative commodities trades with the help of a friend, James Blair, an 
executive for the Arkansas -based Tyson chicken operation. 

As the Clintons' incomes increased, so did the percentage they paid in 
taxes, which rose from 20 percent in 1977 to 37 percent in 1979. 

In regard to Whitewater, the Clintons claimed a total of about $22,000 in 
interest deductions in 1978 and 1979. Combined with an additional $24,000 in 
deductions claimed in 1980 through 1988, the Clintons lost about $46,000 in the 
real -estate deal, said one source. 

That is about $22,000 less than the $69,000 loss originally claimed by the 
Clintons. At a news conference Thursday, Clinton said he realized recently that 
he mistakenly had included a $20,000 loan to help his mother buy property. 

Washington, D.C., accountants Tom Ochsenschlager and John Ziegelbauer, who 
analyzed the Clintons' returns for Knight -Bidder Tribune, say a question might 
be raised about how the Clintons arrived at the Whitewater interest deductions 
of $10,131 in 1978 and $11,749 in 1979. 

They say the Clintons normally could justify claiming about half of the 
$10,131 and three-quarters of the $11,749, given the size of the Whitewater loan 
of $203,000, the interest rate of 10 percent, the purchase date of August 1978, 
and their agreement with the McDougals to split costs. 

In theory, that might leave the Clintons owing about $7,000 in back taxes, 
the accountants said. The Clintons would not legally be responsible because 
regulations of the Internal Revenue Service do not require them to pay, as IRS 
books on back taxes usually are closed after three years, unless fraud is 
charged. 

GRAPHIC: Chart by Knight-Ridder Tribune (see microfilm) ; What the Clintons 
have earned, paid in taxes 
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A senior White House official inquired last month about removing a prominent 
Republican hired by the Resolution Trust Corp. to investigate claims arising 
from the failure of Madison Guaranty Savings & Loan, according to sources 
familiar with the discussions. 

The sources said senior White House officials George Stephanopoulos and 
Harold Ickes were alarmed and outraged when they discovered in late February 
that the RTC, an independent regulatory agency, had hired former federal 
prosecutor Jay B. Stephens to handle possible civil suits growing out of 
Madison. Stephens severely criticized the Clinton administration after he was 
fired as U.S. attorney for the 'District in March 1993. 

The White House apparently dropped the subject of reversing the hiring of 
Stephens after being told by Deputy Treasury Secretary Roger C. Altman and 
Treasury chief of staff Joshua Steiner that there was nothing to be done about 
it. 


But the alleged efforts -- which the White House officials say they do not 
recall --to find out whether Stephens could be replaced represents the first 
indication the White House may have actively attempted to affect the handling of 
the politically sensitive investigation. One area of the RTC civil investigation 
concerns the potential liability of the Rose Law Firm, including former partner 
Hillary Rodham Clinton, for its representation of Madison. 

Senior White House officials raised the issue of Stephens's hiring in two 
conversations with the Treasury officials on Feb. 25, just after discovering 
Stephens had been retained. 

Ickes, the deputy chief of staff, and Stephanopoulos, Clinton's senior 
adviser, called Altman, who was also serving as acting head of the RTC and had 
just announced he would recuse himself from the RTC's investigation of Madison. 

Ickes and Stephanopoulos were furious Altman had announced his recusal 
without telling White House officials. The day before, Altman revealed to the 
Senate Banking, Housing and Urban Affairs Committee he had briefed senior White 
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House officials Feb. 2 about the Madison case, and the White House had spent 
much of the day defending the propriety of the briefing and explaining why 
Altman should not remove himself from the Madison probe. 

In the course of the conference call with Altman, Ickes and Stephanopoulos 
also raised the subject of Stephens, asserting his hiring was an "outrageous 
choice," and asking, "Can anything be done about it? Is it final?” according to 
sources familiar with the conversation. The sources were uncertain whether it 
was Stephanopoulos or Ickes who raised the subject. 

Stephanopoulos also spoke with Steiner, chief of staff to Treasury Secretary 
Lloyd Bentsen and a friend of Stephanopoulos since the 1988 Michael S. Dukakis 
presidential campaign. 

One source, describing Stephanopoulos as "pretty fired up," said the White 
House aide asked Steiner "whether that [Stephens's hiring] was final, whether 
anything could be done about it . " Steiner told him there was nothing he could 


Stephanopoulos said yesterday he did not "remember exactly what was said” 
during his conversation with Steiner but that he "asked how Jay Stephens came to 
be retained by the RTC. I was puzzled and blew off steam over the unf airness of 
that decision. . . . Once I got the facts from Josh, that ended the matter as far 
as I was concerned. " 

Stephanopoulos said he did not remember asking Steiner whether the decision 
could be reversed or discussing the issue with Altman. 

Ickes 's lawyer, Robert Bennett, said, "Based on my inquiry, I am satisfied 
that Mr. Ickes did not make that statement, and he has no recollection of making 
that statement.” 

In a statement last night, White House Chief of Staff Thomas F. "Mack” 

McLarty said, "Both Mr. Stephanopoulos and Mr. Ickes have told The Washington 
Post that they have no recollection of asking anyone to change the RTC's 
decision to retain Mr. Stephens and his law firm, as the Post is reporting. 

There is no suggestion that any action was taken. Mr. Stephens is continuing to 
conduct his inquiry for the RTC.” 

According to one source familiar with the discussions, Altman was "aghast" at 
the White House inquiry about dismissing Stephens and immediately went to 
Steiner to describe the call from Ickes and Stephanopoulos. 

Steiner later related to Altman the call he received from Stephanopoulos. 

Steiner's reaction was, "something like, 'I can't believe these guys want to 
fire this guy, ' ” another source said. 

The White House perceives Stephens, a Republican who served in the Reagan and 
Bush administrations, as a political adversary. He accused the administration of 
interfering in his probe of Rep. Dan Rostenkowski (D-Ill.), when Attorney 
General Janet Reno fired all Bush administration U.S. attorneys last year, and 
had weighed running for the U.S. Senate from Virginia. "There was concern in the 
White House because he is known to be a highly partisan Republican who put up a 
great fuss when he was asked to resign, who was highly critical of being asked 
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to resign, who considered running for office, ” a senior official said. "All of 
that raised concerns at the White House because of his partisanship . " 

Stephens is now a partner in the Washington office of Pillsbury, Madison & 
Sutro, a law firm that has done extensive work for the RTC, which regularly 
hires outside lawyers to pursue cases against lawyers, accountants and others 
who may have contributed to the collapse of savings and loans companies. 

RTC officials said the Pillsbury firm -- with a team including Stephens -- 
was formally hired Peb. 24 to pursue possible Madison civil claims, but the firm 
actually was selected and began work in early to mid-February, before the 
engagement letter was signed. Agency sources said the solicitation for the 
Madison case was put out to three firms, and the hiring decision was made by the 
legal division. 

Stephens was considered a good candidate to work on the Madison case in part 
because he had been a prosecutor and the RTC wanted someone who could coordinate 
with special counsel Robert B. Fiske Jr. on the criminal issues Fiske is 
investigating. The RTC is using the Pillsbury firm in many cases against former 
savings and loan officials, including its civil case against Arizona Gov. J. 

Fife Symington and other former directors of Southwest Savings and Loan. 

Stephens is the lead attorney for the RTC in its $ 20 million suit filed this 
month against William L. Waldie, former head of Virginia-based Trustbank 
Savings, which failed in 1991. 


Staff writer Susan Schmidt contributed to this report. 


GRAPHIC: PHOTO, GEORGE STEPHANOPOULOS , LEFT, WAS AMONG CLINTON ADVISERS 
CONCERNED OVER HIRING OF JAY STEPHENS, RIGHT, BY THE RTC IN MADISON SfcL 
INVESTIGATION. 
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President Clinton yesterday released his tax returns for his first years in 
public office as the White House erupted in a geyser of tax forms, tax lawyers, 
explanatory letters and addenda aimed at showing that Whitewater was what the 
president has stated: a losing land investment. 

The returns -- for 1977-79 -- and additional data supplied by the White House 
generally support the amended Clinton explanation of the family's investment in 
the Arkansas land development and the losses they sustained. 

The Clintons invested and lost, according to their account, $ 46,636, most of 
which was the interest they paid over the years on their half -share of the loans 
they and James and Susan McDougal took out to buy 203 acres in the Ozarks 
mountains. James B. McDougal, who has repeatedly questioned the Clintons' 
estimate of their Whitewater investment, yesterday told the Associated Press he 
is now satisfied with the Clintons' account. 

The Clintons' returns also show the details of a chapter in their financial 
life that has been hidden the past decade: Hillary Rodham Clinton's two-year 
risky plunge into the commodities market at a time the family had virtually no 
assets . 

Her speculation in cattle futures in 1978 and 1979 produced nearly $ 100,000 
in additional income for a couple whose combined wages in 1978 were $ 51,000. it 
is not clear from the 1977 return, when the couple reported no dividends and $ 

518 in interest income, where Hillary Clinton got the resources to finance her 
commodities trading venture. White House aides would not say how much she put up 
to start the accounts that earned $ 26,541 in less than four months in 1978 and 
$ 72,996 in 1979. 

The tax returns also show the Clintons had earlier business dealings with 
McDougal, making a 43 percent profit in a year on the sale of a five-acre tract 
in 1978 . They sold the land just a few months before entering the Whitewater 
venture . 

The returns showed $ 10,131 in interest payments that year to another 
McDougal firm. Great Southern Land Co. The White House said this was Whitewater 
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related. 

The release of the tax returns and a Thursday night prime-time news 
conference, only Clinton's second in office, were aimed at demonstrating that 
the president and his aides are not withholding information on Whitewater and 
their overall financial situation. 

As the White House released its avalanche of paper, the Clintons' personal 
lawyer, David Kendall, briefed reporters in two huge groups in the Roosevelt 
Room with an opening statement: "In a spirit of full cooperation and openness, 
the Clintons have now made public their tax returns for the past 16 years, since 
Mr. Clinton's first year in public office,” he said. 

The president's senior aides, ending another week under political siege on 
the issue, expressed satisfaction with the president's performance. But they 
admitted, sometimes in bitter exhaustion, that the controversy surrounding the 
investment and charges of improper White House efforts to contain it, will not 
soon disappear. "This is not going to be a sprint, it's going to be a marathon," 
said a key official involved in trying to get the president past the issue. 

As if to demonstrate that assessment, Rep. Jim Leach (R-Iowa) issued a 
statement last night saying Kendall's "selective release of documents cries out 

for full release of all Whitewater records." He said it left many 

unanswered questions and added that the president's "blythe 'no problems' 
strategy” will prolong what he called the water torture. 

Also yesterday. Cabinet Secretary John Fodesta became the 12th administration 
official to be subpoenaed to appear before a Whitewater grand jury called by 
special counsel Robert B. Fiake Jr. Podesta has been heavily involved in recent 
weeks in the issue but has not *been cited as attending meetings between White 
House and Treasury officials on Whitewater and Madison Guaranty Savings & 

Loan. 


The other White House officials, all of whom have made their grand jury 
appearances the past two weeks, were all involved in such contacts, in person or 
by phone. 

The tax returns did raise new questions that were not answered at news 
briefings yesterday. White House aides offered no further explanation than 
Clinton's On how his earlier claim of a $ 68,900 Whitewater loss, first made 
during the 1992 presidential campaign, had been overstated by $ 22,245. The 
president said during his news conference that he recently realised that amount 
was a loan and some interest payments that he took out from McDougal's bank to 
help his mother buy a house. / 

The difference has no effect on Clinton's tax liability but the $ 68,900 
figure had been used to buttress the Clinton argument that McDougal was not 
carrying them in a sweetheart deal. Now, from their own figures, it is clear 
McDougal put in nearly twice as much money -- $ 92,000 -- than the $ 46,636 
contributed by the Clintons. 

The White House explanation of the corrected version of what the Clintons 
invested also sidestepped the issue of how Whitewater paid off the rest of the 
principal, interest and expenses owed on the development. 
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The venture had $ 233,000 in bank loan principal, more than $ 160,000 in 
interest payments, and $ 120,000 in operating expenses over the years, according 
to the campaign report prepared in 1992 by Clinton friend and Denver attorney 
James M. Lyons. 


A lawyer designated by the White House to brief reporters yesterday said that 
the Whitewater project was designed so that the principal payments were made by 
the stream of income from the lot owners. He noted, however, that "the 
fluctuations of the company were wild indeed throughout the mid-l9S0a. Sometimes 
people would make payments, sometimes they wouldn't." 

In explaining the Clintons' Whitewater- related interest payments, the lawyer 
said the Clintons made a 1978 interest payment of $ 10,131 to McDougal's Great 
Southern Land Co, instead of directly to the two banks where the couples 
borrowed the money, because that's what McDougal directed them to do. 

McDougal "represented" to the Clintons that Great Southern would then pay the 
banks, he said. He felt the deduction would still be considered proper by the 
Internal Revenue Service, he added. 

In fact, the lawyer said he didn't think the Clintons would owe any money to 
the IRS. 

The earlier venture with McDougal began in early 1977 when the Clintons 
bought a five-acre lot for $ 2,850 and sold it the next year for $ 5,000, a $ 
2,150 profit. 

In internal Resolution Trust Corp. memoes released by Leach, the lead 
investigator on McDougal's failed Madison S6L said Whitewater added to Madison's 
eventual losses because McDougal was making unauthorized loans that benefited 
his businesses and his partners. 

The investigator also has charged that senior RTC officials wanted to be able 
to say that Whitewater did not cause a loss at Madison and that she refused to 
distort her findings to "get them off the hook." Those comments were contained 
in notes of her conversation with senior RTC attorney April Breslaw on Feb . 2, 
which Leach released Thursday. 

In several interviews, Breslaw denied that she said anyone in Washington 
favored a particular outcome. Yesterday Leach said he has listened to a tape of 
Breslaw' s discussions with Lewis and it is "completely consistent” with Lewis's 
memo. 
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With little more than his signature. Bill Clinton in 1981 got a $ 20,000 loan 
from his business partner James B. McDougal's bank in Kingston, Ark., money he 
says he used to help his mother purchase a home half a state away in Hot 
Springs . 

In Clinton's eyes, the transaction was so insignificant he forgot about it: 

• For the last two years that money was included as part of what he claimed to 
have lost in the Whitewater Development Corp. he and McDougal owned. When his 
interest in the $.75,000 house was transferred to his stepfather a year later, 
the transaction was not mentioned on the Clintons' tax returns , even though a 
sale of a capital asset such as real estate should be accounted for under 
Internal Revenue Service regulations. 

"I had genuinely forgotten, " said Clinton, describing in a Thursday news 
conference how after "racking his brain" and reading a draft of his late 
mother's autobiography he recalled the loan and realized it had nothing to do 
with Whitewater. 

But to bank examiners in Arkansas, loans like the one McDougal made to 
Clinton were significant -- and a cause for them to criticize McDougal's banking 
practices. As head of the Bank of Kingston in northwest Arkansas. McDougal and 
his partners came under sharp criticism from then-Gov. Clinton's banking 
commissioner Marlin Jackson for making too many loans outside of the immediate 
service area around Madison County. 

One of those loans, made in 1980, was to Hillary Rodham Clinton, who borrowed 
$ 30,000 from the Kingston bank to build a model home on a Whitewater lot. That 
loan was refinanced at another state-controlled bank after Jackson warned 
Clinton that McDougal's lending practices at the tiny Kingston bank had drawn 
attention from regulators. 

In the transaction with his mother and stepfather, Clinton said, "I helped 
her to purchase" the property and "I was co-owner of that property for just a 
few months." After that, he said, his stepfather bought out Clinton's interest. 

Records in Garland County show that Clinton and his mother bought the house 
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on May 4, 1981. She borrowed $ 15,000 from the Grand National Bank, and the 
previous owners of the property apparently accepted a mortgage for an unstated 
amount. 

Land records show that no cash changed hands when Clinton's share of the home 
was transferred to Richard W. Kelley on Feb. 8, 1982. No record of the sale 
appears on the Clintons' 1981 or 1982 tax betums and, according to accountants, 
it should. 

"Sale of a capital asset is a reportable event," said Arthur Auerbach of 
E inhorn, Auerbach & Associates, a Betheada accounting firm that reviewed the 
Clintons' returns for The Washington Post. "The instructions for Schedule D [of 
the tax return] are pretty clear. If you have a transaction with a capital asset 
it should be reported." 

The reporting requirement remains even if there was no gain or loss, Auerbach 
said. He acknowledged that if there is no gain, taxpayers do not always realize 
the transaction should be reported, but professional preparers would be expected 
to understand the requirement. 

The loan for his mother's house was one of four -- totaling $ 250,000 -> that 
Bill and Hillary Clinton secured from Arkansas banks between 1978 and 1981 with 
little documentation. Bankers involved in the loans say they were repaid. Some 
of the banks have been subpoenaed as part of the Whitewater investigation by 
special counsel Robert B. Fiske Jr. 

In 1978, when Clinton served as state attorney general and was a Democratic 
favorite for governor, the Clintons and McDougals borrowed $ 202,000 to purchase 
the 230-acre Whitewater development. Bankers involved in those loans say there 
was no appraisal on the property and that the transactions probably would not be 
allowed under today's stricter banking standards. 

Former board members of the Citizens Bank of Flippen, where the Clintons and 
McDougals secured $ 182,000 of the Whitewater money, said they would never have 
approved the loan if they had known the Whitewater partners also borrowed their 
down payment on the property in a $ 20,000 unsecured loan from Union National 
Bank. 

Gary Bunch, who remained an executive at the Bank of Kingston after McDougal 
bought it from his family, said the $ 30,000 and $ 20,000 loans that Bill and 
Hillary Clinton took out in 1980 and 1981 also would probably not pass scrutiny 
under current banking laws. 

Bunch said he recently tried to determine if Hillary Clinton's loan had been 
secured by a mortgage on the lot where she had the home built. "We couldn't find 
a paper trail on it," he said. McDougal owned the Bank of Kingston before 
purchasing the Madison Guaranty Savings 6 Loan, the thrift whose $ 60 million 
collapse in 1989 is under investigation by Fiske. 
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The Resolution Trust Corp. yesterday disputed President Clinton's claim 
that RTC investigators concerned with a possible Whitewater-Madison cover-up by 
the White House were all "Republican appointees." 

Nearly all RTC employees are nonpolitical, career government workers, said 
spokesman Steve Katsanos, adding that there are no Republican appointees at the 
independent agency charged with the savings and loan cleanup. 

But three times during a nationally televised news conference Thursday 
night, the president dismissed charges of administration pressure to play down a 
criminal referral that mentioned him and his wife by insisting that the RTC 
accusers were appointed in the Bush years. 

"With all due respect to the president, we are career government employees. 
There is only one political appointee here, and he is a Democrat," Mr. Katsanos 
said. 

That appointee is interim RTC Director Roger C. Altman, who is embroiled in 
the controversy over RTC contacts with the White House on the progress of the 
agency's probe of an Arkansas SfcL. 

Mr. Altman, also deputy Treasury secretary, has admitted to attending a 
series of meetings with former White House Counsel Bernard W. Nussbaum; 

Margaret A. Williams, Mrs. Clinton's chief of staff; and others. 

Mr. Altman and agency attorney April Breslaw have ties to the Clintons. 

Mr. Altman is a longtime friend of Mr. Clinton's, and Miss Breslaw, as a 
government lawyer in 1989, steered a $400,000 contract to Little Rock's Rose Law 
Firm, where Hillary Rodham Clinton was a senior partner. 

Last night, federal regulators said that senior White House officials 
inquired last month about removing Republican Jay B. Stephens, who had been 
hired by the RTC to investigate claims arising from the failure of Madison 
Guaranty Savings and Loan Association. Federal regulators seized the Arkansas 
thrift in 19B9 at a cost to taxpayers of $50 million. 
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RTC sources told the Associated Press that senior aide Georgs Stephanopoulos 
and Deputy Chief of Staff Harold Ickes, outraged when they learned in February 
that the RTC had hired Mr. Stephens, inquired about his removal. Mr. Stephens 
had criticized the Clinton administration after being fired from his post as 
U.s. attorney for the District. 

Mr. Stephens had been hired to handle civil claims in the Madison matter, 
including the possible liability of Hillary Rodham Clinton's former Little Rock 
law firm. 

Senior White House officials raised the issue of Mr. Stephens' hiring in 
two conversations with Treasury officials on Feb. 25, just after discovering 
Mr. Stephens had been retained, said the sources, who spoke on the condition of 
anonymity. 

The Washington Post reported the discussions in today's editions. 

The newspaper said the White House apparently dropped the subject of 
removing Mr. Stephens after being told by Mr. Altman and Treasury Chief of 
Staff Joshua Steiner that nothing could be done. 

In Dallas, a White House spokesman said no effort was made to thwart the 
hiring of Mr. Stephens. 

"There is no suggestion that any action was taken. Mr. Stephens is 
continuing to conduct his inquiry for the RTC, " said a formal statement 
attributed to White House Chief of Staff Thomas F. "Mack" McLarty and read by 
spokesman Jeff Eller. 

But when pressed by reporters he said there had been a conference call. 

"This was not a phone call that was unexpected or inappropriate. It was 
just a phone call that was made concerning this. No action was taken. His law 
firm was still hired by the RTC," Mr. Eller said. 

In a speech on the House floor Thursday, Rep. Jim Leach, Iowa Republican, 
detailed charges by an RTC investigator that she was pressured to "let [the 
Clintons] off the hook" in the probe of Madison. 

RTC investigator L. Jean Lewis, in a memo released by Mr. Leach, recounted 
a long conversation in which Miss Breslaw urged her to change her mind on 
criminal referrals on Madison. 

Mrs. Lewis had determined that there were several prosecutable offenses, 
but she said Miss Breslaw told her "head people" at the agency would be happier 
if Mrs. Lewis told them there were no problems, as that would "get them off the 
hook." 


Two of the "head people" Mrs. Lewis said Miss Breslaw mentioned were Deputy 
Chief Executive Officer Jack Ryan and General Counsel Ellen Kulka. Mr. Altman 
chose both for their jobs in December. 

Mr. Katsanos said Mr. Ryan and Ms. Kulka would have no public comment on 
the matter because they are cooperating with the federal Whitewater-Madison 
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investigation. 

In his news conference Thursday, Mr. Clinton responded to Mrs. Lewis' 
charges by saying Mr. Leach "may be talking about an internal dispute within 
the RTC from career Republican appointees for all I know." 

"Keep in mind, until I came here, all appointees of the RTC were hired under 
previous Republican administrations," Mr. Clinton said. 

Later in the news conference, a reporter said the Leach speech indicated 
"that federal regulators tried to stop investigators for the Resolution Trust 
Corporation in Kansas City from putting Whitewater into their criminal 
referrals. That would amount to a cover-up and possibly obstruction of justice. 
Do you have any knowledge of that?" 

"I have had absolutely nothing to do and would have nothing to do with any 
attempt to influence an RTC regulatory matter. And I think if you look at the 
actions of the RTC just since I've been president, and you examine the facts 
that everybody that works there was appointed by a previous Republican 
administration, the evidence is clear that I have not done that," Mr. .Clinton 
said. 

Those statements silenced that line of inquiry during the news conference. 
But they also upset RTC employees , Mr. Katsanos said. 

"That is what I have heard about from more people here today than what Leach 
released," he said. 

The secret White House briefings on the Madison probe are the subject of a 
federal grand jury investigation led by Whitewater -Madison special counsel 
Robert B. Fiske Jr., who is seeking to determine whether an obstruction of 
justice occurred as a result of those meetings. 

Mr. Altman and several White House officials have been subpoenaed to 
testify about the meetings before the grand jury in Washington. 

"The president was making a broader point that the RTC staff in recent 
history was hired during Republican administrations," White House Communications 
Director Mark Gearan said yesterday. The RTC was created in 1989. 

RTC officials said the agency has 2,300 enployees nationwide. Almost all 
are Schedule A workers who were hired based on experience and, tinder law, cannot 
be hired based on political affiliation. 

Mr. Katsanos said some RTC enployees who had taken exception to Mr. 
Clinton's remarks noted that they were Democrats who had contributed to his 
campaign "and were elated when he was elected." 

* Frank J. Murray contributed to this report in Dallas. 
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The White House yesterday released tax records showing that President and 
Mrs. Clinton claimed interest deductions of $46,635 for Whitewater Development 
Corp., but it offered no evidence, such as canceled checks, credit statements or 
debit slips, to support the claims. 

The figures are included in 64 pages of tax records and other documents 
released by the Clintons' attorney, David Kendall, including previously 
undisclosed returns for 1977 through 1979 - the last two of which show $22,120 
in purported Whitewater interest deductions . 

In another development, John Podesta, the White House staff secretary, 
became the 11th Clinton administration official to be subpoenaed by a federal 
grand jury in Washington investigating briefings federal regulators provided for 
White House officials to discuss the investigation of the Whitewater-Madison 
affair. 

"In a spirit of full cooperation and openness, the Clintons have now made 
public their tax returns for the past 16 years, since Mr. Clinton's first year 
in public office," Mr. Kendall told reporters at a White House briefing about 
the tax returns. 

White House officials said the checks had been turned over to 
Whitewater-Madison special counsel Robert B. Fiske Jr. and would not be made 
public. They said other documentation is missing. 

The White House assertion that the Clintons never received any income from 
the 14-year Whitewater venture was sharply challenged by Rep. Jim Leach, Iowa 
Republican and ranking GOP member of the House Banking Committee, who is 
conducting an independent investigation of the matter. 

In a statement yesterday, he said a review of available documents and 
information showed the Clintons made at least $152,000 from Whitewater and 
Madison Guaranty Savings and Loan Association, owned at the time by their 
Whitewater partner James B. McDougal. 

Mr. Leach said the "income" came from legal fees, lot sales, tax 
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deduction* , capital gains, "infusions of capital" from Madison and loan payments 
on personal debts. 

"What Kendall's selective release of documents cries out for is full release 
of all Whitewater records," he said. 

The 1978 and 1979 returns, which the Clintons had previously declined to 
release, also show that the couple - while he was governor and she was a partner 
at Little Rock's Rose Law Firm - made $118,148 in commodities trading profits 
and consulting fees during the two-year period. 

The returns document that Mrs. Clinton was active as a commodities trader 
and apparently was quite successful. 

The New York Times reported last week that Mrs. Clinton made a $100,000 
profit in highly volatile cattle futures in trading that was guided by James 
Blair, attorney for Tyson Foods Inc. of Springdale, Ark., the nation's largest 
chicken-processing company and the state's largest employer. Its owner, Don 
Tyson, is a longtime Clinton political ally. 

The trading began three weeks before Mr. Clinton won his first term as 
Arkansas governor and ended about a year later, the newspaper said. 

The tax returns released yesterday show that: 

* In 1977 the Clintons reported an adjusted gross income of $41,731, with a 
tax liability of $8,194 - about 20 percent. Whitewater, a $203,000 real estate 
venture in the Arkansas Ozarks with Mr. McDougal and his then-wife, Susan, had 
not yet been formed. 

The Clintons and the McDougal s purchased the 230-acre Whitewater site in 
1978 with a $20,000 unsecured loan from Union National Bank of Little Rock and a 
$183,000 loan from Citizens Bank fc Trust of Flippin, Ark., using the land as 
collateral . 

* In 1978, the couple showed an adjusted gross income of $85,214 and paid 
$22,627 in taxes - about 27 percent. The Clintons delated $io, 130 in interest: 
payments on the loans from Citizens Bank and Trust and Union National Bank. The 
money went, however, to Great Southern Land Co., a development company wholly 
owned by the McDougals. 

* In 1979, the Clintons reported an adjusted gross income of $158,495, with 
a tax liability of $59,388 - about 37 percent. The couple claimed interest 
deductions of $11,990, the money going this time to Citizens Bank & Trust on the 
Whitewater loans. They are shown on the return, however, only as "banks and 
loan companies." 

A source close to the Clintons said yesterday the payment to Great Southern 
was requested by Mr. McDougal as a way to pay the Whitewater loan, but that the 
Clintons had no idea what the company did or why the payment should go through 
it. 


He did not say whether the Clintons, both lawyers, had ever asked about the 
arrangement, indicating that the Whitewater deal was "very informal." 
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Great Southern was an Arkansas land development company directly involved 
with Whitewater in at least one other land deal. Records show it assumed the 
title for 810 acres purchased directly in 1986 by Whitewater. The development 
was known as Lo ranee Heights, about 12 miles southeast of Little Rock. Great 
Southern later was involved in sales of the plots in the development, which 
eventually was foreclosed at a loss of $510,000. 

White House officials have said the Clintons were unaware of the Lorance 
Heights deal. 

Mr. Clinton, at a news conference Thursday in which he answered 18 
questions on the Whitewater -Madison affair, promised to release the tax records 
as the White House sought to dissipate coverage of the matter. 

The interest total of $46,635, detailed in the tax returns, is down from the 
$68,900 figure released during the 1992 presidential campaign. Mr. Clinton 
explained the difference by saying he had misapplied a $20,744 loan - to help 
his mother purchase a cabin - to the Whitewater account. 

Mr. Clinton said during the news conference that he did not remember 
specifics of the loan until he recently read the galley proofs of the 
autobiography by his mother, Virginia Kelley, who died in January. 

Before flying to Pope Air Force Base, N.C., yesterday to meet with the 
survivors of an Air Force crash, he attributed the mistake to "the heat of the 
'92 campaign." 

"Keep in mind, when I was first asked about this back in '92, just off the 
top of my head, I said we lost, money but Z don't think it was a great deal. . . 

. I think I'm quoted in '92, as saying I thought we lost about $25,000, from 
memory," he said. "So apparently we lost quite a lot more than that." 

* Paul Bedard contributed to this report. 

GRAPHIC: Photo (color). Heavy reading: Reporters in the White House Briefing 
Room pore over the Clintons' tax records after they were released yesterday.. By 
Tracy A. Woodward/The Washington Times ; Photos, A & B) Copies of the 1040 form 
from Bill Clinton and Hillary Rodham Clinton’s 1979 income tax returns, which 
were released yesterday. ; Charts, A) WHITEWATER PAYMENTS; B) CLINTON TAX 
RETURNS, A) NO CREDIT; B) By The Washington Times 
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President Clinton's chief congressional critic on Whitewater-Madison - Rep. 
Jim Leach - says the president's give-and-take Thursday night with reporters was 
a "fabulous" presentation. 

But the Iowa Republican - who blistered Mr. Clinton, the White House and 
Democrats over Whitewater-Madison on the House floor earlier Thursday - also was 
left unsatisfied with the Clinton response. 

"He may well be the most charming president in American history," Mr. Leach 
said on "CBS This Morning” while making the rounds on network morning shows. 

"In terms of the issues, however, he is maintaining that the [Madison] 
savings and loan and Whitewater are unconnected, despite the fact that we have 
produced overwhelming evidence that Whitewater was used in partial measure to 
fleece the S&L of resources,” said Mr. Leach, the ranking GOP member of the 
House Banking Committee, who is conducting his own Whitewater-Madison 
investigation . 

Mr. Leach told ABC- TV' a "Good Morning America” he did not believe the 
president was telling the whole story. 

"I think when the special counsel is through with his report, there may be a 
more forthcoming response from the White House, but at this point in time, the 
president is responding with his wonderfully open and charming personality, but 
a little less with the facts of the circumstance," he said. 

Mr. Clinton told reporters and the nation he did nothing wrong when he made 
an investment in Whitewater Development Corp., an Arkansas real estate 
partnership of the Clintons, James B. McDougal, owner of the failed Madison 
Guaranty Savings and Loan Association, and his then- wife, Susan. 

Special counsel Robert B. Fiske Jr. is probing the ties between Whitewater 
and Madison, which include accusations that Mr. McDougal routed Madison funds 
to Mr. Clinton's 1984 gubernatorial campaign. Madison was seised by federal 
regulators in 1989 at a cost to taxpayers of $50 million. 
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Hours before Mr. Clinton walked into the White House's Bast Room and 
fielded 21 questions - all but three about Whitewater-Madison - Mr. Leach stood 
on the House floor and summarized his investigation. 

Mr. Leach said that money from Madison went to pay for part of Whitewater. 
He also released a memo from a federal regulator in Kansas City, Mo., who 
charged that officials in Washington were trying to squelch that information. 

The reaction from Mr. Leach's congressional colleagues to his speech on the 
floor was minimal. Some Republicans said he raised a number of 
thought -provoking issues while Democrats were largely silent. 

The general silence continued yesterday because House members had left 
Washington for their two -week Easter recess. 

Democratic officials said Mr. Leach's calm and qualified presentation of 
his information diminished the need for an immediate response from Democratic 
lawmakers. And Whitewater-Madison is expected to be fleshed out in 
congressional hearings, which could begin in early May. 

At that time, Mr. Leach himself will be judged, one Democratic leadership 
aide said. 

"That '8 where his credibility will be either upheld or diminished, depending 
on what we find out of how much he said was true," the official said. 

"I'm confident Mr. Leach will be able to look himself in the mirror one 
month from now and 10 years from now and know that his reputation for veracity 
will not be impeached by future disclosures,” said Tony Blankley, spokesman for 
House Minority Whip Newt Gingrich, Georgia Republican. 

One lawmaker who stayed silent Thursday about Mr. Leach's charges - House 
Banking Chairman Henry B. Gonzalez - likely will state his opinion at a 
Washington news conference Monday. 

GRAPHIC: Photo, Rep. Jim Leach 
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President Clinton on Friday released tax returns from the late 1970a which 
appear to refute allegations that he and Hillary Rodham Clinton took improper 
deductions for the Whitewater land deal, but which also leave broader questions 
about the investment unanswered. 

Under increasing criticism from Republicans who accused Clinton of 
mispresenting his role in Whitewater, the White House made public his 1977, 1978 
and 1979 returns in an effort to appear more forthcoming. 

Reporters had been asking for the returns for weeks amid mounting controversy 
over the president's and first lady's roles in the Arkansas venture. 

"In a spirit of full cooperation and openness, the Clintons have now made 
public their tax returns for the past 16 years,” said David Kendall, the 
Clintons' personal attorney. 

Tax experts provided by the White House said the returns appear to support 
the Clintons' account of their Whitewater tax deductions. However, they said 
that without supporting documents, such as canceled checks or bank records, the 
tax returns were insufficient to refute other allegations raised Thursday by 
Rep. Jim Leach (R-Iowa) , the Clintons' most credible critic. 

Leach alleged the Clintons made money on Whitewater and that funds from the 
failed Madison Guaranty Savings and Loan improperly were funneled into 
Whitewater or Clinton gubernatorial campaign coffers. 

The returns "don't shed a lot of light" on those questions, said Ronald 
Pearlman, a former assistant treasury secretary for tax policy in the Reagan 
administration. "The real issue is, is it possible that they did get benefits or 
income that hasn't been disclosed? And who knows?" Pearlman said. "That's the 
kind of thing that the special prosecutor (Robert Fiske) is going to have to 
determine . ■ 

The disclosures prompted an apology to the Clintons from James McDougal, 
their former partner in the Whitewater Development Corp., who had publicly 
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disputed Clinton's statement of losses in the venture. 

"My face is red. I have to admit," McDougal told The Associated Press. "I am 
now convinced that I have substantially underestimated the amount they put in 
Whitewater. I now believe that those are legitimate deductions.” 

The returns show that the family's income was modest during Clinton's early 
years in public office, except for a $72,000 gain reported in 1979 from 
commodity trading by Hillary Clinton. In 1978 the Clintons' return showed 
$26,000 in income from commodity trading. 

The Whitewater and commodity ventures were their only sizeable investments. 
Their combined adjusted gross income rose from $41,731 in 1977 to $85,214 in 
1978 to $158,495 in 1979. 

The New York Times reported last week that Mrs. Clinton made a series of 
lucrative commodities trades with the help of a longtime friend, James Blair, an 
executive for the Arkansas -based Tyson chicken operation. 

As the Clintons' incomes increased, so did the percentage they paid in taxes, 
which rose from 20 percent in 1977 to 37 percent in 1979. 

In regard to Whitewater, the Clintons claimed a total of about $22,000 in 
interest deductions in 1978 and 1979. Combined with an additional $24,000 in 
deductions claimed in 1980 through 1988, the Clintons lost about $46,000 in the 
real estate deal, said a source familiar with the Clintons' returns. 

That is about $22,000 less than the $68,000 loss originally claimed by the 
Clintons. At a news conference Thursday, Clinton said he realized recently that 
he had mistakenly included a $?0,000 loan to help his mother buy property. 
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The special counsel investigating the Whitewater affair has subpoenaed 
records from another failed real estate deal financed by the Arkansas 
development company co-owned by President Clinton and his wife when he was 
Arkansas governor. 

Whitewater Development Corp.'s involvement in the 810 -acre Lorance Heights 
project ended with lawsuits by angry landowners, foreclosure and a $510,000 
judgment against the company and a related firm. Clinton's business associates 
received $249,000 from land and timber sales at Lorance, but the money was never 
collected from them in the foreclosure and it is not known how it was spent. 

That is one area that Robert Fiske, the special counsel appointed last month 
to investigate Whitewater, will probably explore. He has subpoenaed records of 
the Lorance Heights land deal, according to Carl Gagliardi, a spokesman for 
International Paper, which sold the property to Whitewater and later took the 
land back in the f oreclosure . 

While the Whitewater controversy swirling around the Clintons has focused on 
their role in another Whitewater development in the Oxarks and subsequent events 
in Washington, the Lorance Heights project provides another window on the 
operations of Whitewater and the Clintons' co-owners, developer James McDougal 
and his wife, Susan. 

The Clintons were 50 percent owners of Whitewater when it purchased the land 
for Lorance Heights in 1986, but their exact role in the project is unclear. 

White House aides say the Clintons, Whitewater co-owners from 1978 to 1992, 
didn't know about the purchase of the Lorance Heights land, 12 miles southeast 
of Little Rock in a sparsely populated area of pine forest. 

Residents of Lorance Heights, contractors who worked on the project, and a 
lawyer who negotiated the sale for International Paper say they never had any 
dealings with the Clintons. 

Sam Heuer. James McDougal 's attorney, also said his client did not tell the 
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Clinton* about the purchase. "He didn't bring in the Clinton* -absolutely, " Heuer 
•aid. 

Searcy Harrell, a lawyer who represented International Paper in the sale, 
said the McOougals hid the fact that the Clintons were part-owners of 
Whitewater-something that allowed the Clintons to escape financial 
responsibility when the deal later went sour. 

"I asked him, 'Jim, is this (Whitewater) just your company? And he said, 
'Yeah, 1 " said Harrell, recalling his negotiations with McDougal. "If I had 
known there was another partner involved. I would have asked the company if they 
wanted the other partner's (financial) guarantee. ... I didn’t know the 
Clintons were involved in Whitewater." 

Susan McDougal and her brother David Henley- two other key players in the land 
deal -could not be reached for comment. 

Today the subdivision, owned by another company, amounts to a smattering of 
modular and mobile homes and gravel roads that frequently flood in heavy rains. 
Some of those who bought land there are angry that Whitewater and Great Southern 
Land Co. Inc., a related company, never delivered on the salepersons' promises 
of paved roads and other amenities. 

"Whatever you wanted, they promised you," said Duane Hutchinson. 38. a 
tool -and -die maker who bought two 10-acre parcels for about $35,000. "They 
promised you anything because they had no intention of fulfilling it. I hate 
being lied to." 

Whitewater and its projects have their roots in the relationship between 
Clinton and McDougal , friends since the 1960s when both were aides to Arkansas 
Sen. J. William Fulbright. The business relationship began in 1978, when they 
formed Whitewater to purchase 200 acres in the Ozarks with $200,000 borrowed 
from banks. 

The Clintons weren't the only Arkansas political heavyweights McDougal was 
doing business with in the 1980s. As owner of Madison Guaranty Savings and 

Loan, McDougal also helped put together real estate deals with Fulbright and Jim 

Guy Tucker, Arkansas' current governor. 

The McDougals were Whitewater ' s corporate officers and the Clintons were 
shareholders, entitled to a 50-50 split of the profits. The plan was to 
subdivide the Ozarks property and sell the lots for vacation homes. But the 
development fizzled and the Clintons say they lost nearly $70,000 on the deal. 

Fiske is looking into whether the Clintons overstated their losses in the 

Ozarks development. The special counsel is also examining whether money from 
Madison Guaranty was improperly used to help keep the project afloat or 
channeled to Clinton's campaign treasury. 

The financially troubled Madison eventually was taken over by federal 
regulators at a cost to taxpayers of at least $47 million. 

The second Whitewater deal -the Lorance Heights project-began taking shape 
April 3, 1986, when Susan McDougal secured a $300,000 loan from 
Capital -Management Services Inc., a company owned by David Rale, a Little Rock 
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municipal judge racantly indicted for fraud. Soon after, the MeDougala began 
negotiating with International Paper over the purchase of the property. 

Hale, who unsuccessfully sought a plea bargain in exchange for testimony 
against Clinton and other Arkansas politicians, has claimed that Clinton and 
James McDougal pressured him into lending Susan McDougal the $300,000. He has 
said Clinton wanted to keep his role secret. 

At the time. International Paper -Arkansas' largest private landowner -was 
trying to unload huge tracts of land near Little Rock because it was too far 
from its paper mills. Company executives decided they could make more money 
selling to developers than cutting pine trees for pulp, according to Harrell. 

Whitewater purchased the 810 acres for $550,000 with a personal guarantee 
from the McDougals. The HcDougals also took out a separate $30,000 loan from 
International Paper to help finance the deal. During the next several months, 
the HcDougals cut and sold an estimated $30,000 worth of trees from 113 acres of 
the land- something that was prohibited in the mortgage agreement between 
Whitewater and International Paper, Harrell said. 

The McDougals apparently used the money from the lumber sales to pay off 
their $30,000 personal loan, Harrell said. International Paper forced the 
McDougals to sign another $30,000 note after discovering the McDougals had sold 
the trees, viewed as fixed assets on the property, to pay off the first loan. 

In December all 810 acres were transferred from Whitewater Development Corp. 
to Great Southern Land Co., which was incorporated by the McDougals in 1977, 
according to state records. James McDougal was Great Southern Land's president; 

Susan McDougal was the company's secretary. 

Land records indicate that Great Southern Land-whose records also have been 
subpoenaed by a federal grand jury in Little Rock-paid no money for the 810 
acres, leaving Whitewater responsible for the mortgage on the property. 

International Paper was not told of the transfer, Harrell said. The same 
month, the McDougals subdivided the land into 10-acre tracts and named the 
subdivision Lorance Heights after a nearby creek. 

Great Southern Land than began putting ads in Little Rock newspapers. "LAUD 
SALB; $18, 500-$l, 500 down- $175 a month," read a Jan. 3, 1987, ad in the Arkansas 
Democrat. "We are offering a good selection of 10-acre tracts. This land is 
served by private roads but is very close to freeway. These secluded tracts are 
only 10 minutes from downtown." 

"Bvery tract is level and all the land is usable," the advertisement 
continues. "Some tracts have large cleared areas which could be made into 
pasture, others are heavily wooded with pine and oak trees. Although the land is 
very close to town, deer and other wildlife roam the property." 

"Come see us this afternoon," says the advertisement, listing Madison Real 
■state as the broker . Sales were handled by Susan McDougal, who also worked at 
Madison Guaranty, and Henley, her brother. 

During the next 10 months, Susan McDougal and Henley-working out of a small 
trailer at the entrance to the property-sold 51 of the 10-acre tracts, 
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collecting $79,100 in down payment*, according to land racorda. 

Moat of tha purchaaera ware lower-middle-class raaidanta of Little Rock. 

Several of the buyera were Laotian imnigranta . 

"We were renting in Little Rock and we were looking for land to get out of 
town,” aaid Gene Hartwick, 40, a pipefitter who had to borrow money to purchaae 
a 10-acre tract with hia wife in January 1987. "Me were juat married, and we 
were tired of paying rent. Zt seemed like a good deal.” 

The Kartwicks and moat other buyers paid $18,500 for 10 acres, with a $1,500 
down payment and interest rates ranging from 9.25 percent to 10 percent, land 
records show. Those with bigger down payments got a break on the terms. 

Most of the sales contracts required that Great Southern Land pave the narrow 
dirt roads that ran through the property by the end of 1987. Many of the 
contracts also required Great Southern Land to bring electricity and other 
utilities into the subdivision, land records show. 

"I was promised (by David Henley) natural gas, city water, and a paved 
road, ” said Duane Hutchinson, who bought his two parcels in December 1986 and 
January 1987. 

"He said the road would be paved very soon. He said that we should buy now 
because after the road was paved the land would become more expensive." 

By the summer of 1987, people who bought the properties were repeatedly 
calling Susan McDougal and Henley asking why the roads in the subdivision had 
not been paved. Summer rains had turned the primary road into a potholed mess 
that was topped by knee-deep mud. 

"You needed a helicopter to get by,” said Marion Hartwick, 35. "We used to 
drive one car to the washed out section, park it, and walk across the mud. We’d 
get into another car we had parked over on the other side to go the rest of the 

way. " 

On Oct. 3, 1987, Henley sent a letter to the residents telling them "(road) 
construction will begin on Tuesday, Oct. 6, 1987." The construction never took 
place, residents say. 

In May 1988, 32 Lorance Heights property owners sued Great Southern Land for 
failing to fulfill promises to pave the roads and bring utilities to the 
subdivision. Two months later, a Pulaski County judge ordered all property owner 
payments to be held in escrow while the lawsuit made its way though the courts. 

"X thought that a hell of a lot of money was going down the drain," said 
James Sloan, the lawyer representing Lorance Heights property owners, who 
petitioned the court to hold the payments in escrow. "My clients were not 
getting what they were paying for." 

By then. Great Southern Land had collected not only the $79,800 in down 
payments, but $69,500 in outright sales and $69,700 in monthly payments, 
according to land records. 

International Paper joined the suit against Great Southern Land in September 
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1988 and addad Whitewater as a dafandanc bacausa tha corporation had failad to 
maka mortaga paynant a. Zntamational Paper won tha £oracloaura suit in March 
1989, along with a $510,652 judgment against Whitewater, Great Southern Land and 
Jamas and Susan McDougal , court records show. 

Hauer. Jamas McDougal' s attorney, said tha foreclosure was not necessary 
primarily because tha project had nearly $800,000 in sales contracts. "Had it 
been handled right, the roads could have been paved and the mortgage paid," 

Heuer said. 

Harrell said International Paper never collected any money from Whitewater, 

Great Southern Land or the McDougals in the foreclosure, although it did recover 
$300,000 in taking back the property. "We were convinced it (the money) was gone 
or we would have pursued it further," Harrell said. 

International Paper also could not recover at least eight 10-acre parcels 
that Great Southern Land had sold outright, land records show. Two of the 
parcels ended up in the hands of Lorene McDougal, James McDougal 's mother, 
according to land records. 

After the foreclosure. International Paper gave Lorance Heights property 
owners the option of continuing to make their monthly payments and keeping their 
land or of stopping payments and forfeiting their parcels, court records show. 

International Paper said it would not honor Great Southern Land's promise to 
pave the roads. 

Bill Casto, a Pine Bluff developer who bought the property from International 
Paper in May 1989, also said he could not afford to pave the roads, which he 
estimated would cost at least $300,000. 

Casto has spread gravel and widened the roads in spots. 

But many Lorance Heights property owners remain angry and bitter over the way 
they were treated by Whitewater and Great Southern Land. Without paved roads, 
landowners say, the subdivision's property is worth about one-half what they 
paid for it. 

"I'm never going to get out of the land what I put in it,” said William 
Duncan, owner of a tree service company who paid $33,000 for two plots he 
planned to use to grow Christmas trees. He has tried unsuccessfully to sell his 
property. 

"I wanted to get rid of it," he said, "but nobody's interested." 

Lorance Heights, a project financed by the company co-owned by the Clintons, 
ended in foreclosure, lawsuits and acrimony. How the special counsel is looking 
into it. 

GRAPHIC: PHOTOS 2 GRAPHIC; PHOTO: Gene Hartwich, a pipefitter who was one of 
the first to buy Lorance Heights property, stands outside his mobile home where 
the streets are yet to be paved: "It seemed like a good deal." Tribune photo by 
Gary Marx.; PHOTO (color): "Ten acre tracts."; GRAPHIC (color): The Lorance 
Heights deal.; In recent weeks, questions have been raised about President 
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Clinton's involvement in the failed Whitewater Development real estate project 
on the White River near Yellville in Arkansas' Ozark Mountains. But the company 
also had another project that failed near Little Rock.; - Key issues: where did 
$249,000 in income from Lorance Heights property sales go? What were the 
Clinton's roles in the project? The Clintons deny knowing anything about the 
half -million-dollar purchase, title transfers and subsequent lawsuits.; Sources: 
Chicago Tribune interviews and Pulaski County, Ark., court and land reports. 
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March 10, 1994, Thursday, AM cycle 
SECTION: Washington Dateline 
LENGTH: 636 words 

HEADLINE: Grand Jury Is Latest Arena For Whitewater Case 

DATELINE: WASHINGTON 

BODY 

Now that controversy surrounding the Whitewater affair has spread from 
Arkansas to Washington, the special prosecutor appointed to investigate the case 
is using grand juries in both Little Rock and the nation's capital. 

Robert Piske, who will convene a special grand jury in Little Rock to 
investigate President Clinton's ties to a failed S&L, subpoenaed White House 
aides to testify Thursday before an existing grand jury at the federal 
courthouse in Washington. 

The regular federal grand jury in Little Rock has been investigating 
Whitewater for several months in its regular monthly meetings. Piske 's special 
Whitewater grand jury has been authorized by a judge and summonses have been 
mailed, but will not convene until March 23. 

Piske is using the Washington grand jury to question Clinton administration 
officials under oath to determine if they tried to interfere with the Resolution 
Trust Corp.'s investigation of the failed Madison Guaranty Savings and Loan. 

Piske says this phase of the investigation should last no more than several 
months, while the entire probe of Clinton's business dealings with the former 
owner of the failed thrift could take a year and a half. 

While Piske would say no more than "the sun's coming out," he apparently 
chose to use Washington grand jury because all of the subpoenaed documents and 
witnesses are in the nation's capital. 

It is not uncommon for federal prosecutors in complex criminal investigations 
to use grand juries in more than one location. The Justice Department's 
investigation of the failed Bank of Credit and Commerce International used grand 
juries in Miami, Atlanta, Washington and Tampa, Pla. 

Such multiple jurisdiction investigations are necessary because indictments 
must be brought where some or all of the allegedly illegal activity occurred. 
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In 1988, Iran-Contra prosecutor Lawrence Welsh was scolded by a federal judge 
for bringing charges in Washington against a former CZA agent accused of lying 
to his superiors at CIA headquarters in Virginia. The indictment was dismissed 
and a new one was later returned by another grand jury across the Potomac River 
in Alexandria, Va. 

Deposed Panamanian dictator Manuel Noriega was indicted both in Miami and 
Tampa on drug conspiracy charges. Prosecutors have not pressed the Tampa case 
since Noriega was sentenced to 40 years in prison for the Miami drug-trafficking 
conviction. 

Grand juries, which consist of 23 members, meet in secret to hear evidence of 
possible criminal wrongdoing. Prosecutors are empowered as officers of the grand 
jury to issue subpoenas to compel witnesses to testify under oath and turn over 
documents. A majority of the quorum of 16 members is needed to return an 
indictment . 

Subpoenas can be challenged in court and it is up to a judge to determine if 
a witness can be compelled to testify or turn over documents. In federal courts, 
such challenges are heard in secret to prevent details of an ongoing 
investigation from being disclosed to the public. 

Grand juries were originally conceived in English law to protect people from 
unjust prosecution by the crown. 

The Fifth Amendment to the Constitution guarantees that "no person shall be 
held to answer for a capital, or otherwise infamous crime, unless on a 
presentment or indictment of a grand jury." 

The Fifth Amendment also allows witnesses to refuse to testify against 
themselves in court or before a grand jury. 

Grand jury secrecy is designed to protect the reputations of people under 
investigation who never end up being charged with crimes. It also enables 
prosecutors to prevent details of sensitive investigations from being learned by 
the targets of their probes. 

Grand jurors and prosecutors are bound by secrecy but witnesses and their 
lawyers are free to discuss the details of testimony. 

LANGUAGE: ENGLISH 
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SECTION: Washington Dateline 
LENGTH: 1008 words 

HEADLINE: White House Officials Appear Before Grand Jury 
BYLINE: By TERENCE HUNT, AP White House Correspondent 
DATELINE: WASHINGTON 
BODY 

In a politically charged atmosphere, White House officials testified before 
a federal grand jury investigating the Whitewater affair Thursday and President 
Clinton's aides delivered an attache case full of subpoenaed documents. 

The leadoff witnesses were two of Hillary Rodham Clinton's senior aides: 
chief of staff Margaret Williams and press secretary Lisa Caputo. Clinton's 
communications chief, Mark Gearan, also went to the U.S. District Courthouse to 
testify. 

"This has been a difficult day for people, it's been an emotional day," White 
House counselor David Gergen said on CNN. 

Seven other administration officials under subpoena were allowed to delay 
their appearances. 

While not accused of wrongdoing, the officials were subpoenaed in a probe of 
whether the White House intruded improperly in investigations of the Clintons' 
interest in the failed Whitewater land deal and its ties to a collapsed savings 
and loan. 

The officials all took part in meetings or telephone calls with Treasury 
aides about what was supposed to be a confidential probe of Whitewater. 

"It might have looked bad," White House counsel Lloyd Cutler said, "but when 
it becomes clear exactly what happened in those meetings, it doesn't, in my view 
at least, I don't think it amounts to very much." He spoke in a taped interview 
on PBS' "Charlie Rose" show. 

The unusual drama of White House officials being ordered before a grand jury 
created a storm of attention at the U.S. District Courthouse. Throngs of 
photographers, cameraman reporters staked out courthouse entrances, and 
special prosecutor Robert Piske had to be helped through the pack by federal 
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Marshals . 

A dozen demonstrators who described themselves as members of conservative 
9 roups milled about the courthouse with posters reading, "Shred No More," "Pass 
Up," "Please, All Documents," and "Stop the Coverup." 

The president, in New York for a aeries of appearances, complained about 
people in Washington "using extreme words to characterize conduct or activity or 
positions. The other politicians do it, the media do it, alweys trying to twist 
it like taffy to the nth degree." 

The president was accompanied by Bruce Lindsey, a close confidant who was 
among those subpoenaed. Another subpoenaed aide, deputy chief of staff Harold 
Ickes, flew to Cleveland to participate in a Democratic National Committee 
meeting. He said his grand jury appearance is tentatively set for next Thursday. 

"This is not Watergate," Ickes told reporters. "This is not Iran-Contra. 

There is no coverup. There is no stonewalling. There is no obstruction of 
justice. The president and everyone else is cooperating. 

"I don't think it will have much impact,” he said, "but you never know." 

On Capitol Hill, Republicans kept up their demands for congressional hearings 
but, at the request of Fiske, said they would agree to a delay so prosecutors 
would get first crack at critical witnesses. 

Sen. William Cohen, R- Maine, said congressional hearings could begin by "the 
middle of May or perhaps even June first." Democrats are resisting the hearings, 
accusing the OOP of merely trying to make political hay at Clinton's expense. 

The subpoenaed documents were delivered to the grand jury by white House 
deputy counsel Joel Klein, associate counsel Marvin Krislov and Chris Cerf, 
general counsel for the White House Office of Administration. 

About 1,000 pages of notes, letters, memos, phon e logs and newspaper 
clippings related to Whitewater were collected in a week of searching by 400 
White House employees. Duplicates made up at least half of the packet, an 
administration official said. 

The White House did not exercise executive privilege to withhold any 
documents, Klein said, but he refused to say whether the president or first lady 
turned over any material. 

Klein merely said that the Clintons had complied, me a nin g they either had no 
documents covered by the subpoena or had turned them over. 

Between 30 and 50 employees provided documents to Piske. The papers were 
culled from a much larger batch of documents submitted by the staff and winnowed 
down by the counsel's office under the direction of Piske 's aides. 

The grand jury questioning was believed to center on the White House contacts 
with federal regulators but one source said it also went into other areas 
related to the tangled Whitewater deal. 
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William* attended a meeting at which Deputy Treasury Secretary Roger Altman 
gave White Rouse officials a "heads up" about the probe. Oearan attended e 
meeting with Treasury officials to discuss how to handle Whitewater media 
inquiries and Caputo returned a telephone call from a federal regulator about 
Whitewater. 

Across the administration Whitewater cast a shadow. 

Treasury Secretary Lloyd Bentsen said he has had to rent a warehouse to store 
documente that might be wanted. "We've been holding back our trash to the point 
that I've had to use a warehouse ... to hold the overflow,” he told a 
congressional panel. "There are 15 special investigators and internal auditors 
going through our files on my floor alone." 

Attorney General Janet Reno was questioned about Whitewater at her weekly 
news conference. She acknowledged being alerted when the Justice Department was 
asked to conduct a criminal investigation of the Madison Guaranty Savings and 
Loan, an Arkansas thrift with ties to the Clintons. 

"As Z recall,” she said, "the reason Z was told was because of the Clintons' 
name being mentioned in it." She said she didn't recall who briefed her or when. 

Asked if she were aware of any allegations of wrongdoing by Clinton, Reno 
said, "Z would love to answer that question with all my heart and soul." 

The grand jury testimony began with Williams, Mrs. Clinton's chief of staff. 
She spent two hours in the third- floor grand jury room and, on the way out, 
stopped for a moment before the press. 

"Z'm really encouraged to be participating in something where the finding of 
fact is important, as opposed to innuendo and rumormongering and gossip and 
sensationalism,” she said. 

LANGUAGE: ENGLISH 
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HEADLINE: Top Aide to Hillary Rodham Clinton Makes Grand Jury Appearance 
BYLINE: By TERENCE HUNT, AP White House Correspondent 
DATELINE: WASHINGTON 
BODY 

White House officials testified under subpoena today before a federal grand 
jury investigating the tangled Whitewater affair. President Clinton's aides also 
delivered a stack of documents to the courthouse. 

"We produced the white House documents to the office of special counsel. All 
White House employees and staff complied. We claimed no privilege of any sort 
with respect to any documents," White House deputy counsel Joel Klein said after 
turning over the papers. 

Klein was accompanied by two other White House lawyers, associate counsel 
Marvin Krislov and Chris Cerf, general counsel for White House Office of 
Administration. The three spent about an hour in the courthouse. 

Margaret Williams, chief of staff for Hillary Rodham Clinton, was the first 
to arrive at the U.S. District Courthouse and spent two hours in the third-floor 
grand jury room. 

Mrs. Clinton's press secretary, Lisa Caputo, testified after the grand jury 
took a lunch break. She left the courthouse at 3:2S p.m. 

A throng of reporters, cameramen and photographers mis camped out at the 
courthouse entrances. On her way out, Williams stopped briefly before the press. 

"You can't come out of anything like this and not have a fairly healthy 
respect for the process," Williams said. "I'm really encouraged to be 
participating in something where the finding of fact is important, as opposed to 
innuendo and rumormongering and gossip and sensationalism. 

"I'm going back to work," she said, ignoring shouted questions. 

Ten officials were subpoenaed to testify, but most were given permission to 
appear later. Aside from Williams and Caputo, the only other official expected 
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Co testify today wee Mark Gee ran, the White House communications chief. 

A stack of documents several inches thick was being turned over by White 
House lawyers this afternoon to comply with a subpoena. The documents include 
notes, telephone logs, memos and news clippings involving private White House 
briefings with Treasury Department officials. 

Apparently after delivering opening remarks to the grand jury, Robert Piske, 
the Whitewater special prosecutor, left the courthouse shortly after Williams 
went into the grand jury room. "I'm not going to comment on anything except that 
the sun's come out," Piske said as he hailed a cab. It had been overcast and 
raining earlier. 

Caputo, accompanied by her attorney, arrived at the courthouse shortly after 
noon and went to a waiting area outside the grand jury room. 

One of the subpoenaed officials, Bruce Lindsey, a close confidant of the 
president's, accompanied Clinton on a speechmaking trip to New York. Clinton has 
denied any wrongdoing by him or his staff. 

The courthouse scene was enlivened by the presence of about a dozen 
demonstrators who described themselves as members of conservative groups carried 
banners and placards with slogans such as "Please, All Documents,” "It's Ethics, 

Stupid, " "Shred NO More" and "Pass Dp." 

Administration officials were drawn into the Whitewater investigation last 
week by the disclosure that Clinton's aides were briefed on the probe by federal 
regulators, raising questions about whether it could have been compromised. 

On Capitol Hill, Senate Republicans demanding a separate congressional 
investigation said today they were willing to let the grand jury hear evidence 
for several months before they would insist on their public hearings. 

The disclosure of the Nhite House contacts with regulators came in 
congressional testimony by Deputy Treasury Secretary Roger C. Altman, one of the 
four Treasury officials under subpoena, who responded to a question by saying he 
had had one substantive discussion with White House officials about the 
Whitewater matter. 

The New York Times reported in today's editions that there were at least two 
additional contacts, including one last month in which Altman spoke with a 
senior White House official about whether he should recuse himself from the 
Whitewater case. 

The Times did not identify its sources, or the senior official. It quoted 
Howard Schloss, a Treasury Department spokesman, as saying Altman told the 
Senate Banking Committee he had only one "substantive conversation and he stands 
by that description." 

Attorney General Janet Reno said today she had been alerted when the Justice 
Department was asked to conduct a criminal investigation of the Madison 
Guaranty Savings and Loan, an Arkansas thrift with ties to the Clintons. 

"As I recall," she said at her weekly news conference, "the reason I was told 
was because of the Clintons' name being mentioned in it.” She said she didn't 
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remember who briefed her or when. 

Asked if she were aware of any allegations of wrongdoing by Clinton, Reno 
said. "X would love to answer that question with all my haart and soul." She 
would not elaborate. 

Today's grand jury deadline ended a week of high anxiety in the White House 
after the surprise serving of subpoenas on Clinton aides late last Friday. 

Xn one swift stroke, the subpoenas transformed the Whitewater affair from an 
annoyance for Clinton's staff to a threatening cloud over the White House, 
lending momentum to Republican cries for congressional hearings. 

While none of the White House aides has been accused of wrongdoing, the staff 
is reluctant to talk about Whitewater matters, given the weight of the grand 
jury inquiry. 

Piske went to Capitol Hill Wednesday and pleaded with Republicans to hold off 
their hearings out of fear they would compromise his investigation. 

Congress granted immunity to crucial witnesses in the Iran-Contra hearings, a 
factor in the reversals of two convictions. 

Fiske called the White House "very responsive and cooperative" and said its 
phase of his inquiry would be conpleted within a few months. He said he would 
have no objections to congressional hearings after that. 

At the heart of the Whitewater investigation is the Clintons' investment in 
an Arkansas land deal and its ties to a failed savings and loan. From its 
original course, the probe has grown in several directions, including an 
examination of the conduct of White House officials. 

LANGUAGE: ENGLISH 

LOAD - DATS -MDCt March 10, IS 9 4 


/ 


LEXIS-NEXIS*« 


Services of Mead Data Central. Inc. 

‘ j 


LEXIS'- N 



LEXIS-NEXISW 


I487T 



2449 


Page 16 


LBVXL 1 - 5 OP 23 ITEMS 
The Associated Press 

The materials in the AP file were compiled by The Associated Press. These 
materials may not be republished without the express written consent of The 
Associated Press. 


March 10, 1994, Thursday, PM cycle 
SECTION: Washington Dateline 
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HEADLINE: A Real Estate Venture That Spawned a Federal Investigation 
BYLINE: By RICHARD KBIL, Associated Press Writer 
DATELINE: WASHINGTON 
BODY 

A small, money- losing real estate venture in rural Arkansas provided the 
name for an expanding federal investigation that has cast a cloud over President 
Clinton's White House. 

Here are some questions and answers about Whitewater. 

Q: What is "Whitewater"? 

A: The name comes from Whitewater Development Corp., a real estate venture 
President and Mrs. Clinton and their partners, James and Susan McDougal, formed 
in the late 1970s to build a vacation and retirement community along the White 
River in northern Arkansas' Ozark Mountains . The venture lost money for several 
years, and the Clintons sold out their interest to McDougal in 1992 for $ 1,000. 

The Clintons say they lost $ 68,900 in the deal. Clinton was governor of 
Arkansas and Hillary Rodham Clinton a lawyer in Little Rock, Ark. , during much 
of this time. 

Q: What put Whitewater into the news? 

A: News reports last October said the federal government's savings and loan 
cleanup agency had discovered that prominent Arkansans, including the Clintons, 
may have benefited from the misuse of depositor funds at the failed Madison 
Guaranty Savings and Loan Association owned by McDougal. Specifically, 
regulators recommended that the Justice Department start a criminal probe into 
whether Madison funds were illegally diverted to pay the personal and political 
debts of politicians. Among the questions is whether S6L funds went to 
Whitewater or to help retire Clinton's 1984 gubernatorial campaign debt. 

Whitewater was briefly an issue during the 1992 campaign, but the story then 
centered only on how much money the Clintons had invested and lost in 
Whitewater. 

Q: What is known about the possible diversion of funds to Clinton's 
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gubernatorial campaign? 

A: Regulators have questioned the source of some $ 12,000 in donations to 
Clinton's campaign that were made on Madison SAL cashier checks. Some Madison 
officials who attended a 1985 fund-raiser hosted by McDougal say they used their 
own money . 

One listed donor, a college student, raised interest for a while when he said 
he never gave Clinton the donation. The student's father, Charles Peacock, later 
acknowledged he used his own money and put the donation in his son's name. 
Another Madison official has said he was reimbursed for his donation but he 
declined to say by whom. The Clinton campaign has said it would have no way of 
knowing the actual source of such donations. 

Q: What have the Clintons been accused of? 

A: Regulators have said the criminal referrals do not accuse the president or 
his wife of wrongdoing , but they do state that the Clintons may have benefited 
from questionable transactions at the SAL. The Clintons have repeatedly stated 
that all of their business dealings were aboveboard and legal. 

Q: What does the Rose Law Firm have to do with Whitewater? 

A: The Little Rock law firm is where Mrs. Clinton, Associate Attorney General 
Webster Hubbell and the late White House deputy counsel Vincent Foster worked 
before coming to Washington. 

Rose lawyers, including Mrs. Clinton, represented Madison SAL on a matter 
before state regulators in the mid-1980s. After Madison failed, the Rose firm 
and Hubbell won a contract from the government to sue an accounting firm blamed 
for Madison's demise. Questions have since been raised whether this constituted 
a conflict given Rose's past work for Madison and the fact that Hubbell had 
relatives with extensive financial dealings at the SAL. The government recently 
cleared Rose of conflicts but that decision is being reviewed . 

Most recently, two couriers have alleged that since the Whitewater 
investigation began they were asked to shred documents at the firm that carried 
Foster's initials. That, too, is under investigation, although the firm has 
denied any wrongdoing. 

Q: Why was special counsel Robert Fiske named to investigate Madison and 
Whitewater? 


A: The investigation has changed hands three times. It was initially handled 
by U.S. Attorney Paula Casey in Little Rock. Casey, a Clinton appointee, removed 
herself from the case in December amid criticism she had a conflict of interest 
because of her lengthy association with the Clintons. The case was then turned 
over to veteran Justice Department prosecutor Donald Mackay, who worked on it 
for about a month. But mounting political pressures for an independent 
investigation led Attorney General Janet Reno to appoint Fiske on Jan. 20. He is 
a former U.S. attorney in Hew York. 

Q: How much independence does he have? 


A: While Fiske technically answers to Reno, special counsels generally have 

* 
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operated with broed independence. However, Watergate apecial counsel Archibald 
Cox was fired by the Nixon administration during the "Saturday Night Massacre." 
Special counsels are different from independent counsels. Xran-Contra prosecutor 
Lawrence Walsh, the most famous independent counsel, reported to an appeals 
court completely separate from the Reagan and Bush administrations. 

Q: How did the Whitewater affair expand to the White House? 

A: Primarily through revelations that top Treasury Department officials and 
regulators had briefed white House officials last fall and again in February on 
the status of the investigation. The white House has acknowledged three meetings 
and some additional "incidental" contacts. Officials say the meetings were 
called to answer preaa inquiries about Whitewater and that nothing about the 
substance of the investigations was revealed except that the Clintons were named 
as possible beneficiaries of questionable S&L transactions. The Clintons have 
said they were unaware of the meetings. 

The White House has expressed regret and said it has taken actions to prevent 
even the appearance of meddling in the future. One official involved in the 
meetings, former White House Counsel Bernard Nussbaum, resigned over the 
weekend. 

Q: Would congressional hearings on Whitewater imperil Fiske's criminal probe? 

A: Democrats say yes. Republicans say no. The recent Iran-Contra proceedings 
suggest, however, that public hearings on Capitol Hill can harm an investigation 
like Fiske's. The convictions of former National Security Council aide Oliver 
North and national security adviser John Poindexter were overturned when an 
appeals court ruled that congressional testimony given under grants of immunity 
had tainted the criminal proceedings against them. Prosecutors are also 
concerned that televised congressional hearings could give potential witnesses 
or defendants an opportunity to make their own stories conform with the accounts 
offered by others in a public forum. 

Q: What is Fiske investigating? 

A: Fiske's broad probe will touch on every aspect of the case, including: 

-Madison's failure and whether any illegal diversions took place that could 
have benefited the Clintons, Whitewater or other prominent Arkansans. 

-The recent contacts between the White House and S&L regulators regarding the 
Madison investigation. 

-The death of Foster last summer. His body was found in a suburban park 
outside Washington and police have concluded his death was a suicide. 

-The trial of David Hale, a former Arkansas municipal judge accused of 
misusing federally guaranteed loans. Hale alleges Clinton pressured him to make 
a $ 300,000 Small Business Administration-guaranteed loan to a McDougal company. 

-Whether any ioproper shredding occurred at the Rose firm and whether any of 
the firm's dealings on Madison were improper. 
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BYLINE: NANCY MATHIS, GREG MCDONALD, Houston Chronicle Washington Bureau; 

Staff 

DATELINE: WASHINGTON 
BODY 

WASHINGTON -- Whitewater special counsel Robert Piske said 
Wednesday he had ""no objections" to limited congressional 
hearings into questionable contacts between White House officials 
and thrift regulators once that aspect of his investigation is 
completed. 

Piske, who said he is still opposed to broad hearings, met 
with key Senate Republicans who said they were exploring ways that 
Congress could hold hearings without impeding his probe. They 
indicated a willingness to cooperate with the counsel on his 
request for a delay. 

”"I think it's inevitable that there will be hearings, but 
we'd like to do it in a way in which we make no doubt that this is 
not an attempt to injure the presidency, ' ' said Sen. Al D'Amato, 

R-N.Y. D'Amato, Sen. William Cohen, R-Maine, and a top aide of 
Senate Republican Leader Bob Dole of Kansas, met with Piske. 

D'Amato and Cohen said they assured Piske there would be no 
congressional grants of immunity that would protect witnesses from 
possible prosecution. 

Piske said he considered the questionable contacts between 
White House and Treasury Department officials to be a separate 
issue from his Whitewater investigation, and he expects to be 
finished with that part in a few weeks. 

”"We would have no objection to congressional hearings at 
that point, so long as something can be done to protect against 
having the contents of the (Resolution Trust Corp.) referrals 
themselves come out in those hearings, ' ' Piske said. 

Piske restated his opposition to congressional hearings into 
the Whitewater Development Corp. land venture and its relationship 
to a failed Arkansas savings and loan. The Clintons were partners 
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in Whitewater with Susan and Jamas McDougal, the owner of Madison 
Guaranty Savings and Loan, which failed in 1989 and cost taxpayers 
$ <0 million. 

""He would like to see no congressional hearings because he 
would like to have a totally free rein and opportunity to conduct 
his far-reaching and wide-ranging investigation, • ' Cohen said. 

""That is not going to be politically possible in this town or in 
this country. 1 • 

Fiske is investigating whether any Madison funds were 
improperly diverted to the failing Whitewater venture or to 
Clinton's 1984 campaign for Arkansas governor. He also is 
investigating the suicide last July of Vince Foster, the deputy 
White House counsel who handled the Clintons' Whitewater affairs. 

Six White House aides and four current or former Treasury' 
Department officials, including former Lloyd Bentsen aide Jack 
DeVore of Austin, were subpoenaed to appear here today before a 
grand jury investigating the staff members' discussions of the RTC 
investigation into Madison last year. 

Treasury officials, including Roger Altman, deputy secretary 
and acting RTC chief, briefed White House officials about the 
investigation's status. Bernard Nussbaum, the White House counsel, 
resigned last week as a result of the controversy. 

Clinton said he would advise his aides to ""be very open. 

""Just tell them what happened. Answer the questions and go 
on, ' ' he said. 

Asked whether other administration officials who attended the 
meetings might be forced to resign, white House Chief of stuff 
Thomas F. ""Mack" McLarty said: ""I just think that would be going 
a little too far. ' ' He continued to insist that no one in the White 
House had sought to subvert the federal probe. 

At one point, a frustrated senior White House administration 
official fed up with media questions about the matter snapped at a 
reporter: ""I think, really, that you all are carrying this too 
far. • • 

Although only six senior presidential aides have been 
subpoenaed, some White House officials have indicated that they 
expect McLarty and Clinton adviser George Stephanopoulos to be 
subpoenaed later. McLarty said he had not been subpoenaed and 
suggested that it was unlikely. 

""I don't expect it. I didn't attend any of the meetings, ' ' 
he said. 

The White House counsel's office prepared to turn over a 
large stack of d o c ume n ts and records subpoenaed by Fiske. The 
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record* were compiled during a white House -wide search of computer 
and paper files for anything related to the Madison-Whitewater 
matter. Those files, an administration official said, will be 
presented to Fiske today. 

While White House officials were dogged by Whitewater 
questions. Democrats, who control Congress, spent their time trying 
to thwart Republican calls for hearings. 

Senate Democratic Leader George Mitchell of Maine said the 
Republican call for immediate hearings ""is clear evidence that the 
purpose is purely political. This is partisan politics at its 
worst, the sole purpose being to embarrass the president and score 
political points. '' 

A House Banking Committee hearing scheduled for March 24 that 
Republicans planned to use to air Whitewater issues may be in doubt. 

Cable News Network reported Rep. Henry Gonzalez, D-San 
Antonio, chairman of the House banking committee, may cancel the 
March 24 hearing because the date was tentative. However, Joe 
Pender, a spokesman for Rep. Jim Leach, R-Zowa, senior GOP member 
on the committee, said he was unware of any cancellation. 


Whitewater chronology 

Events in the controversy -involving President Clinton's role 
in an Arkansas real estate venture: 

1978: Bill and Hillary Rodham Clinton along with James 
McDougal, who later became a savings and loan operator, purchase 
200 acres in the Ozarks for a resort development. 

1979: Whitewater Development Corp. is formed with the 
Clintons as half owners with James and Susan McDougal. 

1986: McDougal is ousted as president of Madison Guaranty 
Savings and Loan but remains as owner. Examiner's report by Pederal 
Home Loan Bank Board faults the Madison for risky investments in 
real estate, low cash reserves and shoddy record-keeping. 

March 1989: Madison fails at a cost of between $ 47 million 
and $ 60 million to taxpayers. 

March 1992: In response to repeated questions about the 
Whitewater investment, Clinton's presidential campaign issues a 
report by Denver lawyer James Lyons saying the Clintons invested 
about $ 70,000 and did nothing improper in Whitewater dealings with 
McDougal. The report, based on an examination by a Denver 
accounting firm, makes clear that incomplete or missing records 
make a complete study impossible. 
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D«c«tnb«r 1992: The Clintons sell their share in Whitewater to 
McDougal. They eventually record a $ 1,000 capital gain on their tax 
form. 

1993 

July 20: Vincent Foster, deputy White House counsel and a 
former partner of Hillary Rodham Clinton at the Rose Law Firm, is 
found dead, an apparent suicide. Documents related to Whitewater 
are among those taken from his office by administration officials 
and turned over to David Kendall, President Clinton's personal 
attorney. 

Oct. 31: Federal regulators have recommended to the Justice 
Department that a criminal investigation be conducted into 
Madison's failure, The Washington Post reports. 

Nov. 9: Republican lawmakers begin calling on Attorney 
General Janet Reno to nominate a special cotinsel to investigate any 
ties between Madison and Whitewater. 

Dec. 23: Clinton says he and his wife will turn over all 
records relating to Whitewater. 

1994 

Jan. 5: The white House reveals a subpoena has been issued 
for Whitewater records under terms negotiated Dec. 23 between 
prosecutors and Kendall. 

Jan. 12: Clinton asks that. a special prosecutor be appointed. 

Jan. 20: Robert B. Fiske Jr. is selected by Reno to be 
special counsel in the Whitewater case. 

Jan. 26: House Speaker Thomas S. Foley says there is no need 
for congressional hearings since ""there is no evidence of any 
credible nature pointing to misconduct by the president or the 
first lady. ' ' 

Feb. 3: Federal Deposit Insurance Corp. spokesman David Barr 
confirms Hillary Rodham Clinton represented federal regulators in a 
savings and loan case against a family friend and political 
supporter. 

Feb. 4: Documents released by Rep. Jim Leach, R~Iowa, show 
that a company tied to Madison covered a $ 7,322.42 payment on a 
1985 loan to then-Oov. Clinton. 

Feb. 16: At the request of Fiske, a federal judge in Little 
Rock agrees to empanel a special grand jury to look into the 
Clintons ' real estate investments. 

Feb. 25: Deputy Treasury Secretary Roger C. Altman says he 
has removed himself from the Arkansas SAL investigation and will 
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step down March 30 as head of the savings and loan cleanup agency. 

Altman has acknowledged giving the White House a private briefing 
on the status of the investigation. 

March 2: Associate Attorney General Webster Hub be 11 , friend 
of the Clintons and now the No. 3 official at the Justice 
Department, acknowledges he has been questioned by his former law 
firm, the Rose Law Firm, about his billings in past cases. Hubbell 
denies overcharging the Resolution Trust Corp. or any other clients. 

March 3: Clinton orders white House aides to ""bend over 
backward* ' to avoid meddling in a federal investigation of him. 

March 4: The FBI serves subpoenas on six of Clinton's senior 
White House aides seeking testimony and documents related to the 
probe of Whitewater and Madison. 

March S: White House Counsel Bernard Nussbaum, who had been 
involved in briefings with regulators concerning the 
investigations , resigns . 

March 7: Clinton makes an impassioned defense of his wife's 
actions and denies the Whitewater affair is anything like the 
Watergate scandal that brought down Richard Nixon. ""There will not 
be a coverup, there will not be an abuse of power in this office, ' ' 
he declares. 

GRAPHIC: Mugs: l. James McDougal (p. 14); 2. Vincent Foster (p. 14); 3. Robert 
B. Fiske Jr. (p. 14); Graph: 4. Whitewater chronology (p. 14, TEXT); 4. 
Chronicle, Source: Associated Press 
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BODY 

With political pressures mounting on Capitol Hill, special counsel Robert B. 

Fiske Jr. told lawmakers Wednesday that he would not object to congressional 
hearings on the Whitewater controversy provided they are limited to the question 
of possibly improper contacts between White House aides and federal banking 
regulators . 

Fiske went to Capitol Hill to ask Republican lawmakers to hold off on their 
calls for public hearings that he again said would interfere with his 
investigation. His plea came one day before senior white House aides were to go 
before a grand jury to answer questions about possible meddling in the 
Whitewater investigation. 

The White House, Fiske said, was being "very responsive and cooperative" in 
handing over documents subpoenaed by his investigators. But he said that he 
remains deeply concerned about congressional hearings interfering with possible 
prosecutions stemming from his investigation. 

In his first public comments on the case since his appointment as special 
counsel Jan. 20, Fiske also indicated after a meeting with two Republican 
senators that he had modified his objections to their demands. 

While he would still "prefer that there be no congressional hearings," Fiske 
said, he would not object to hearings on one narrow aspect -- the meetings and 
other contacts in recent months between White House officials and regulators 
investigating the failure of Madison Guaranty Savings & Loan, a Little Rock, 

Ark., thrift that was owned by the Clintons’ partner in the Whitewater 
Development Corp. 

Disclosure of those discussions raised the possibility that White House 
officials had tried to interfere with the investigation by regulators, and led 
to the forced resignation of White House Counsel Bernard Nussbaura. 

Like Madison Guaranty, Whitewater - - a real estate investment company 
also failed, costing the Clintons $69,000, according to the White House. Fiske 
is looking into allegations that President Clinton may have benefited improperly 
from his association with James B. McDougal, owner of Madison Guaranty and a 
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partner with the Clintons in Whitewater. 

Fiske met for more than an hour Wednesday with Sens. William S. Cohen (R-Me.) 
and Alfonse M. D 1 Amato (R-N.Y.). D 1 Amato is the ranking Republican on the Senate 
Banking. Houaing and Urban Affairs Committee. Afterward, Fiske told reporters 
that he expects to finish his review of the White House contacts within a few 
weeks and would have no objections after that to public hearings about those 
discussions as long as lawmakers did not take testimony or disclose evidence 
related to other aspects of his investigation. 

The two senators said after the meeting that they are optimistic a compromise 
can be reached with Democratic leaders and that the hearings could go forward 
without interfering with Fiske 'a investigation. 

"We have assured the counsel we can conduct our oversight hearings in a 
manner which will not deter or preclude him from carrying out his 
responsibilities,” D' Amato said. 

"We looked for a middle ground, " added Cohen, who said that Republicans were 
willing to cooperate with Fiske by giving him a "reasonable time frame ... in 
which to conduct his investigation before there are open, public congressional 
hearings . " 

Both he and D' Amato also reiterated that the Republicans would not seek to 
compel testimony with grants of immunity - - a factor that helped result in the 
reversal of several convictions during congressional hearings on the Ronald 
Reagan Administration's Iran-Contra scandal. 

It is not clear how many Republicans would be satisfied with the prospect of 
Whitewater hearings focused as narrowly as Fiske wants. 

Quoting from a letter that Fiske sent to congressional leaders Tuesday, 

Senate Majority Leader George J. Mitchell (D-Me.) said that public hearings of 
any type risk doing fatal damage to the investigation by disclosing information 
currently before the grand jury. 

"We need to allow Mr. Fiske to do his job," Mitchell said. He argued that the 
"demand for immediate hearings is clear evidence that the purpose is purely 
political . . . partisan politics at its worst.” 

The Republicans, he added in an angry speech on the Senate floor, are trying 
to "seise upon Whitewater in a blatantly partisan effort to ’embarrass and -weaken 
the President.” 

But OOP lawmakers, noting that the Democrats turned aside similar arguments 
by Republicans as they launched numerous investigations of scandals during the 
years that Presidents Reagan and George Bush occupied the White House, 
confidently predicted that public pressure would eventually force the Democrats 
to give in. 

"Obviously the majority does not want to have hearings now, " Cohen said. "But 
they are under pressure because of the double standard that is being applied to 
Republican and Democratic administrations." 
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Cohen predicted that, as ehe "revelations start tumbling out. the Democrats 
will find ... it politically iiapossible" not to agree to public hearings. 

Republicans, he contended, "do not want to pillory the President or Hillary 
Clinton." But he said that only full public disclosure can dispel "a cloud 
(that) is forming over the presidency." 

While Democrats in the Senate stood firm against any hearings. House Speaker 
Thomas S. Foley (D-Wash.) and other Democratic leaders met with their Republican 
counterparts to discuss a possible c o m p romise . Republicans afterward sounded 
optimistic. 

"We are not at an impasse right now," said House Minority Whip Newt Gingrich 
(R-Ga.). "We made a little ground today with the Democratic leadership." 

"I'm optimistic,” said Rep. Henry J. Hyde (R-Ul.), chairman of the House GOP 
Policy Committee. "We don't think they slammed the door, in our face.” 

Taking advantage of a House rule that gives the minority the right to call 
its own witnesses at committee hearings, the Republicans hope to take testimony 
from some 40 Whitewater- related witnesses at a Resolution Trust Corp. oversight 
hearing of the House Banking Committee March 24. 

But Fiske indicated Wednesday that he would object to some of the witnesses 
appearing at that hearing. Democratic sources said it is doubtful that Committee 
Chairman Henry B. Gonzales (D-Tex.) would call all of the witnesses requested by 
the Republicans. Even if he does, many of them are unlikely to appear because 
the Democrats on the committee have refused to agree to subpoena them. 

In the meantime; as the White House continued to collect and turn over stacks 
of documents to investigators* Clinton told reporters that he has instructed the 
10 Administration officials summoned to appear before a grand jury today to 
cooperate fully, "answer all the questions” and "be very open." 

Among the officials to testify are Nussbaum, the former White House counsel; 
Communications Director Mark D. Gear an; Margaret williams, chief of staff to 
Mrs. Clinton, and Lisa Caput o, Mrs. Clinton's press secretary. 

The appearances of at least two other of Clinton's senior aides, Bruce 
Lindsey and Harold M. Ickes, were postponed until later in the week, sources 
close to them said. 

In a related development Wednesday, a second courier at the Rose Law Firm 
said that he believes a box of documents bearing the initials of the late White 
House Deputy Counsel Vincent Foster was shredded at the firm after Fiske' s 
appointment was announced on Jan. 20. 

The courier, Clayton Lindsey, said last reek that he could not recall whether 
he and fellow courier Jeremy Hedges destroyed the box of files before or after 
Fiske res appointed. The date could be important because Fiske 's investigation 
includes reviewing the circumstances of Foster's apparent suicide last July. 

Hedges told the New York Times on Tuesday that he and Lindsey were ordered to 
shred the documents after Fiske 's appointment. Lindsey, a roommate of Hedges, 
said in an interview with the Los Angeles Times on Wednesday that "to the best 
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of our knowledge" the shredding took place after Jan. 20. 

The Rose firm has denied that any documents belonging to Foster have been 
destroyed since Flake's appointment and says four witnesses at the firm are 
prepared to testify to that effect under oath. The couriers claim the box and 
files inside it contained Foster's initials and documents they saw bore his 
signature. 

Times staff writers William J. Baton and David Lauter contributed to this 
story. 

• CLINTON STRATEGY: His efforts to control debate do not succeed with ethical 
questions like Whitewater. A18 

GRAPHIC: Photo. Whitewater special counsel Robert B. Fiske Jr., left, and Sen. 
Alfonse M. O’ Amato (R-N.Y.), who is pushing for congressional hearings. 
Associated Press 

LANGUAGE : ENGLISH 

LOAD - DATE -MDC: March 11, 1994 


LEXIS'- SEXIS® LEXIS'- NEXIS'® LEXIS'- NEXIS'® 


14884 



2462 


Page 29 


LEVEL 1 - 8 OP 23 ITEMS 

Copyright 1994 The Tinea Mirror Company 
Los Angelas Timas 

March 10, 1994, Thursday, Home Edition 
SECTION: Part A; Page IS; Column 1 
LENGTH: 844 words 

HEADLINE: UNDERSTANDING WHITEWATER 
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BODY 

What are investigators looking for concerning the President's earlier 
involvement with a real estate venture known as Whitewater? How serious are the 
charges? As the controversy builds, here is a look at the case: 

Q A A 

Q: What is Whitewater? 

A: The name comes from Whitewater Development Cozp., a real estate venture 
Bill and Hillary Rodham Clinton and their partners, James B. and Susan McDougal, 
formed in the late 1970s to build a vacation community in Arkansas. 


Q: What put Whitewater into the news? 

A: Last fall the Resolution Trust Corp., the savings -and -loan cleanup agency, 
referred questions about McDougal' s failed SAL to the Justice Department for a 
possible criminal probe. Among the questions were whether funds from McDougal 's 

Madison Guaranty Savings A Loan Assn, were illegally diverted to pay the 
personal and political debts of Arkansas politicians and whether funds went to 
Whitewater or to help retire Clinton's 1984 gubernatorial campaign debt. 


Q: What does the Rose Law Firm have to do with Whitewater? 

A: The Little Rock law firm is where Mrs. Clinton, Associate Atty. Gen. 
Webster Hubbell and the late White House deputy counsel Vincent Foster worked 
before coming to Washington. Mrs. Clinton and other Rose lawyers represented 
Madison SAL in the mid-1980s. After Madison failed, the government sought 
damages from an accounting firm it blamed in the failure, and it hired the Rose 
firm and Hubbell to handle the suit. Questions have been raised whether that 
constituted a conflict, given Rose's past work for Madison and the fact that 
Hubbell had relatives with extensive financial dealings at the SAL. The 
government recently cleared Rose of conflicts but that decision is being 
reviewed. 
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Q: How did th« Whitewater affair expand to the White House? 

A: After Poster's death last summer, which was ruled a suicide. White House 
Counsel Bernard NUssbaum screened Foster's White House papers before allowing 
police investigators access. That and the delay in sealing Poster's White House 
office led critics to question whether documents related to Whitewater and 
Madison might have been removed. Last fall and again in February, top Treasury 
Department officials and regulators briefed White House officials on the status 
of the Whitewater probe, prompting questions about whether the White House was 
trying to meddle in the investigation. Nussbaum resigned Saturday. 

The Critical Questions 

Special counsel Robert B. Flake Jr.'s probe will touch on every aspect of the 
case , including : 

* Madison's failure and whether any illegal diversions took place that could 
have benefited the Clintons. Whitewater or other prominent Arkansans. 

* The recent contacts between the White House and SfcL regulators regarding 
the Madison investigation. 

* Foster's death. 


* Whether any improper shredding occurred at the Rose firm. 
Public Concern Grows 


Half the public now believes that Whitewater is a serious matter, an ABC News 
poll found. 


View of Whitewater 
Serious matter, needs 
full-scale federal investigation 
Not serious, should be dropped 
Not serious, but investigate* 


March Jan . 
49% 33% 

30% 36% 

11% 13% 


* answer volunteered. Poll taken March 7 of 525 adults nationwide. Margin of 
error is plus or minus 5 percentage points. 


A Little Place in the Country 

The small, money-losing real estate venture known as Whitewater was located 
along the White River in the Ozark Mountains. In 1980, seeking to promote the 
Arkansas vacation development, Hillary Rodham Clinton borrowed $30,000 to 
finance this model home. The loan came from a bank owned by her partner, James 
B. McDougal, and the loan payments were made by the Whitewater partnership. The 
three -bedroom, ranch-style home was built on 2.7 wooded acres. The Clintons say 
they lost $68,900 on the entire venture. 


Key Momenta 
•78 
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Aug. 2: The Clinton* form a partnership to develop 230 acre* along the White 
River. 


’•5 


April: Partner James B. McDougal hosts a party at his Madison Guaranty 
Savings a Loan that raises $35,000 toward retiring Clinton's 1984 gubernatorial 
campaign debt. 

' 8C 

October: Madison Guaranty is seized by federal regulators. 

•92 


Nov. 3: Clinton is elected President. 

December, 1992: The Clintons sell their interest in Whitewater development to 
James McDougal for $1,000. 

•93 

July 20: Deputy White House counsel Vincent Poster's body is found in a 
Virginia park. His death is ruled a suicide. 

November, 1993: The Justice Department begins investigating Madison at the 
suggestion of the Resolution Trust Corp. 

•94 

Jan. 20: Atty Gen. Janet Reno appoints former U.S. Atty Robert B. Fiske Jr. 
as special counsel to take over the Whitewater probe. 

Feb. 9, 1994: Press reports say Rose Law Firm, Hillary Rodham Clinton's 
former employer, shredded documents relating to Whitewater. The firm issues a 
denial . 

March 4, 1994: Fiske subpoenas 10 Clinton Administration officials. 

Researched by D'JAMXLA SALEM / Los Angeles Times 

Source: Associated Press, Times staff reports 

GRAPHIC: Photo, A Little Place in the Country GBOFFBRBY HARTMAN / For The 
Times ; Photo. James B. McDougal ; Photo, Hilary Clinton ; Table, Understanding 
Whitewater / Los Angeles Times ; Map, A Little Place in the Country / Los 
Angeles Times 
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After years of plaguing the leaders of his own party, maverick Republican 
Rep. Jim Leach is emerging as one of President Clinton's most formidable 
adversaries in the Whitewater controversy. 

The Sl-year-old Iowa lawmaker demonstrated his resolve this week by pushing 
ahead with plans to turn a planned House Banking, Finance and Urban Affairs 
Committee hearing into an inquiry into the Whitewater tangle. He is doing so 
despite special counsel Robert B. Fiske Jr.'s contention that congressional 
inquiries could hurt his own investigation into possible criminal violations 
stemming from Whitewater. 

The issues of government integrity and abuse of power involved in the matter 
are broader than Fiske 's prosecutorial concerns, Leach argued in a letter to 
Fiske. Earlier, Leach, the ranking Republican on the committee, predicted in a 
telephone interview that the hearing, tentatively set for March 24, would be of 
"blockbuster proportions." 

Ostensibly, the hearing is an exercise of the committee's responsibility for 
overseeing the Resolution Trust Corp., the agency charged with reviving the 
scandal -racked and debt -ridden savings and loan industry. 

But committee Republicans, spearheaded by Leach, have served notice that they 
intend to use their time to call a broad roster of people connected with 
Madison Guaranty Savings fc Loan, which is at the heart of the Whitewater 
controversy, as well as officials of the Clinton Administration who have been 
linked to the case. 

Fiske is looking into allegations that then-Gov. Clinton may have benefited 
improperly from his association with James B. McDougal, owner of Madison 
Guaranty and a Clinton partner in an Ozark real estate firm known as Whitewater 
Development Corp. The inquiry also encompasses the role played by Pirst Lady 
Hillary Rodham Clinton and the Rose Law Firm, of which she was once a partner, 
in representing Whitewater and Madison Guaranty. 
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When he began looking into Whitewater. Leach said, he believed that nothing 
more serious was involved than a violation of ethical standards and "the spirit 
of the law." But now he says: "I am increasingly coming to the conclusion that 
we have an issue that also relates to the letter of the law. " 

Coming from Leach, with his reputation for high-minded and well-informed 
independence built during 10 terms in the House, such ominous talk is harder for 
the President and his allies to shrug off than if it had emanated from most 
other Republicans. 

"The reason he (Leach) was able to bring this issue to the front is his high 
standard of integrity and his expertise in banking," former Rep. Dave Nagle 
(D-Iowa) said of his onetime colleague. "Even out here in Iowa where Clinton is 
doing well at the polls, people said if Jim Leach is looking at Whitewater, he 
should be heard." 

"The thing that stuck out about Leach was that he wasn't going to let 
anybody, even the President of his own party, dictate how he was supposed to 
represent his own district,” recalled Jim Maddy, executive director of the 
League of Conservation Voters, who remembered Leach's opposition to President 
Ronald Reagan's environmental policies a decade ago. 

Maddy said Clinton aides are making a mistake when they respond to Leach's 
comments about Whitewater by accusing him of excessive partisanship. "This is a 
person of stature and integrity, " he declared. 

Leach signaled the independence that would be his hallmark in public life 
when he resigned from the Foreign Service in 1973 in protest of President 
Richard Nixon's firing of Watergate special prosecutor Archibald Cox. 

Once in Congress he caused distress for GOP chief executives and 
congressional leaders by supporting the nuclear freeze, opposing military aid to 
the Contras in Nicaragua and calling for the resignation of then-Atty. Gen. 
sdwin M««se xxx because of the Iran-Contra scandal, in which the Reagan 
Administration converted proceeds from secret arms sales to Iran to fund the 
guerrillas. 

Paul Begala, the Clinton political adviser who has taken on the task of 
hitting back at what he calls Leach's innuendo and "scurrilous rhetoric," 
acknowledged that he has been frustrated by Leach's "Bambi blue eyes and 
soft-spoken Midwesterner manner," as well as his reputation for integrity. 

"I believe Leach deserves the good reputation he has," Begala said. "But I 
think he is putting all that reputation on the line for the proposition that 
Bill and Hillary Clinton are crooks." 

Leach's admirers, however, said his concern with Whitewater transcends the 
fate of the Clintons or any partisan concern and is rooted instead in the reform 
tradition nurtured in the Upper Midwest. 

"He gives you the impression of someone who is concerned about the governing 
process and the ability of this country to survive," said Clark Pellett, another 
Iowa native and now a Republican ward committeeman in Chicago, after hearing 
Leach speak on Whitewater at a GOP dinner in the Windy City last week. 
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Pellett said Loach’s 20-minute talk was "very lntallactual and scholarly." 
During the question period, when asked about Clinton's own involvement in the 
affair, Pellett recalled, "he said he had to be very clear there isn't any 
allegation whatsoever against the President or the First Lady that has been 
substantiated. " 

Leach himself contends that his current absorption with Whitewater stems 
naturally from his longstanding concern about the savings and loan industry. He 
sounded the alarm early and often against the debacle that overtook the industry 
in the late 1980s. 

GRAPHIC: Photo, Rep. Jim Leach 
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David R. Gergen was hired to salvage President Clinton's reputation. Now he 
is trying to salvage his own. 

Mr. Gergen, a former Republican aide who basked in accolades, perhaps 
overblown at times, for turning the Democratic President's fortunes around last 
sunner, has become the man most mistrusted by the most fervent Clinton loyalists 
in the White House. As he went underground during the heat of the Whitewater 
affair, apparently forsaking his role as chief White House spin doctor, the 
President's counselor also became the target of a whispering campaign unusual 
for a Presidential team that is fairly collegial by Washington standards. 

Now, after weeks of keeping out of sight, Mr. Gergen has re-emerged on 
television and has resumed defending Mr. Clinton. But more important, the 
self- described knight errant of last summer, a man who in days of yore was hired 
to make Richard M. Nixon, Gerald R. Ford and Ronald Reagan more appealing to the 
public, is trying to preserve his own reputation. 

when a reporter asked him for an interview on where he had been all these 
weeks, Mr. Gergen sought to persuade him to write about newly aggressive efforts 
by Thomas F. McLarty 3d, the White House chief of staff, to contain the 
Whitewater affair. "This is not a story," Mr. Gergen said of his re-emergence. 
"The real story is Mack taking charge." 

Then Mr. Gergen tried a different tack. In a demonstration of his skills at 
damage control, he deployed his few remaining, albeit powerful, allies in the 
Administration. From the Vice President to the chief of staff and on down, they 
besieged a reporter with phone calls and offers for interviews so they could 
extol Mr. Gergen 's virtues. 

" I think he ' s extremely valuable to the President , " said Vice President Al 
Gore, "and gives both depth and breadth to the overall team supporting the 
President. " 


Mr. McLarty, who came up with the idea for the President to hire Mr. Gergen, 
said, "The President has felt that David was totally committed to this 
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Administration. " 

Uncharitable Whispers 

Despite such compliments, the questions about Mr. Qergen have been rife for 
several weeks: What happened to him? Why wasn't a veteran of the Watergate 
scandal front and center in protecting the President on this one? 

As is always the case with Mr. Qergen, the answer is not so simple. He says 
he was not invited into the inner circle of Clinton aides handling the 
Whitewater affair. His friends say that the White House aides who are veterans 
of the election campaign don't trust Mr. Qergen and so shut him out. 

As for the many White House officials whom Mr. Qergen did not ask to talk 
about him today, their opinions about him (always offered in private) were not 
particularly kind. The most common accusations: He is not loyal to the President 
and First Lady. He intentionally stayed clear of the Whitewater matter. He will 
soon leave the white House and cash in on his connections. He leaks negative 
information to the press. He tries to tug the President to more moderate 
positions. He is a self -promoter who tries too often to get in the picture with 
the President (staff aides call it "pulling a Qergen"). 

Mr. Qergen has heard many of these charges again and again ever since 
becoming part of the Clinton White House. Sitting for an intarview today in his 
favorite wing chair in his basement office, under the signed photograph of him 
surrounded by former Presidents Nixon, Reagan, Ford and Jimmy Carter (the only 
one he didn't serve), Mr. Qergen put in motion the lesson he learned so well in 
the Nixon White House: to dispute the attacks point by point. 

What Long Knives? 

Playing down the criticism as unavoidable, Mr. Qergen said: "Former member 
of the press, former participant in Republican Administrations, close to the 
so-called establishment. Three strikes and you're out." 

While his friends say he is frustrated by the attacks, Mr. Qergen insists he 
is not. Speaking of his service for Republican Presidents, he said: "I have seen 
knives flash in the night that have been much longer and much more dangerous 
than the knives around here. It would have been foolish and naive to come in 
thinking Z would be a welcome player for everyone who worked their heart out for 
Bill Clinton in the campaign. " 

In a bit of self-congratulation that was also a. jab at his critics, Mr. 

Qergen said, "The sentiment was, 'Once we got out of the ditch, now that we're 
doing so well, why do we need him around?' ” 

Mr. Qergen, who is 51, only hints at why he thinks sons associates are out to 
get him. His defenders say the attacks are from younger liberals in the White 
House who view with disdain his position as a member of the Washington 
political/media establishment. 

"There are a lot of liberals and a lot of twentysomsthings on the White House 
staff who don't appreciate that a guy with his ideas is that close to the 
President," said Ben J. Wattenberg, a conservative Democrat who is an analyst at 
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the American Enterprise Institute. "He is much more substantive than 98 percent 
of journalists in Washington, and this is not true of every twentysomething kid 
working on the Clinton White House staff." 

•I'm a Fan' 

John Podesta, the President's staff secretary whose office is next to Mr. 

Oergen's, leaped to his defense. "I think of myself as one of the more partisan 
people around here, and I'm a fan," he said. Mr. Podesta went as far as to 
challenge some of his colleagues and suggest why they dislike him. "I think 
whispering attacks are always unfair," he said. "Maybe it's a little bit age, 
maybe a little bit establishment." 

Perhaps because he holds more moderate views than Hillary Rodham Clinton, Mr. 

Gergen was cut out of the group involved with health care, the President's 
biggest domestic initiative. And Harold M. Ickes, the deputy chief of staff, who 
seems to have replaced Mr. Gergen as the White House's rescuer, is heading the 
Whitewater damage control effort. 

Mr. Ickes is a liberal who is closer to the Clintons than Mr. Gergen and is 
well liked by aides who are not close to Mr. Gergen, like George Stephanopoulos, 
the senior adviser. But Mr. Oergen's detractors said that even before Mr. 

Ickes 's arrival, Mr. Gergen was slow to involve himself in the Whitewater 
morass. (Mr. Oergen's backers note that he had argued for the White House to be 
more forthcoming on Whitewater from the start.) 

In an interview, Mr. Ickes denied he was battling Mr. Gergen over turf. But 
Mr. Gergen' s comment about Mr. Ickes was less than effusive. "Harold and Z have 
formed a better relationship," he said. 

Because of his history as a Republican, Mr. Gergen said, he had taken himself 
out of the White House political operation during the mid-term campaign season. 

That has left him to spend much of his time on foreign policy and military 
matters, producing friction with Anthony Lake, the national security adviser. 

As politically attuned as he is, Mr. Oergen has at times exposed himself to 
criticism, as when he invited John D. Bhrlichman of the Nixon White House and 
Watergate fame to lunch at the White House mess last November. "I'm not walking 
away from my friends," Mr. Oergen said. "The President wouldn't want me to do 
that. " 

More recently, rumors were rampant that Mr. Gergen planned to jump ship to 
become Washington bureau chief for ABC News. Mr. Gergen denied that he was 
negotiating with ABC and said that looking for a job while he was serving the 
President would pose a conflict of interest. 

Mr. Gergen says he has no intention of leaving before the end of the 
legislative session this year and may hang on into next year. Sven his 
detractors admit that he has been valuable in bringing perspective to the white 
House and acting as the President's ambassador to the establishment. 

Whenever Mr. Gergen does leave, he won't be welcomed with open arms back into 
the Republican fold. Sven Mr. Reagan, speaking at a recent dinner here, joked 
about Mr. Oergen's switching to work for a Democratic Administration. Much like 
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the White House liberals. Republicans gleefully gossip about the troubles of a 
men who has long been a master at putting himself in a flattering light through 
quotations in the newspapers. 

Take Mr. Oergen's performance on "Nightline" Monday night. "I've come out of 
hibernation tonight to be on your show," he said. Many Republicans and Democrats 
interpreted that to mean that he had had nothing to do with the Administration's 
handling of Whitewater. 

GRAPHIC: Photo: The President's counselor, David R. Gergen. says he was not 
included in the inner circle of aides on the Whitewater matter. (Stephen 
Crowley /The New York Times) 
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Roger C. Altman, the Deputy Treasury Secretary, spoke with at least one 
senior White House official last month about whether Mr. Altman should recuse 
himself from a Resolution Trust Corporation inquiry into an Arkansas savings and 
loan with ties to the Clintons, Administration officials said today. 

The officials said Mr. Altman had not been given any specific advice. 

Mr. Altman's raising of that delicate issue came in one of two contacts 
between him and the White House about the agency's investigation that has not 
been disclosed, the Administration officials said. 

In Congressional testimony last month, Mr. Altman, who is the acting head of 
the Resolution Trust Corporation, a regulatory agency that is administering the 
savings and loan bailout, admitted that he had taken part in one discussion with 
the White House about the inquiry. A day after the testimony, which prompted 
harsh criticism from Congressional Republicans, he recused himself from further 
deliberations about it. 

Mr. Altman is one of 10 senior Administration officials whose testimony has 
been subpoenaed by the special counsel investigating the Clintons' real estate 
deals in Arkansas and the failure of the savings and loan. He now intends to 
disclose the additional contacts to Congress and a Federal grand jury, the 
officials said. 

An Administration official said the new disclosure about the two contacts 
were among scores of additional contacts that had been recalled by White House 
and Treasury aides since the disclosure of three private meetings on the status 
of the Federal inquiry prompted the special counsel, Robert B. Fiske Jr., to 
issue subpoenas for any information about them. 

While President Clinton acknowledged on Tuesday that some previously 
undisclosed contacts had taken place, the fact that Mr. Altman took part in at 
least two of the discussions was the first detail to emerge. Asked today why Mr. 

Altman had not told Congress about the discussions, a Treasury Department 
spokesman, Howard Schloss, said, "Mr. Altman testified on Feb. 24 that he had 
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only ono substantive conversation, and he stands by that description. " 

Mr. Schloss would say only that in reviewing his papers in recent days Mr. 
Altman had "found that there may have been other conversations, but he considers 
them not substantive.” Another Administration official sympathetic to Mr. Altman 
said both meetings fell under Mr. Clinton's blanket description of incidental. 

As the White House prepared to hand over to the special counsel a 
six- inch- thick stack of documents about the meetings, Mr. risks met with 
reporters today and praised the President and his aides for being "very 
responsive" in cooperating with the inquiry. 

'Tell What Happened' 

But deep tension still prevailed at the White House, where a senior Clinton 
aide who met Mr. Altman and Treasury Secretary Lloyd Bentsen in a hallway today 
hesitated to greet them for fear that extended conversation would be construed 
as an official contact. 

With as many as four White House aides scheduled to appear in Federal 
District Court here on Thursday to testify before a grand jury, Mr. Clinton 
described his advice to them as: "Just tell them what happened. Answer the 
questions and go on. Be very open." 

But at least six of those who received subpoenas, including Mr. Altman, have 
won permission to postpone their testimony until next week or later, lawyers 
involved in the case said today. Among others given permission to put off their 
court appearance, the lawyers said, are Harold M. Ickes, a deputy White' House 
chief of staff, whose lawyer wanted more time to prepare; and Bruce Lindsey, a 
special adviser to Mr. Clinton. 

Aides to Mr. Clinton have said that they expect other White House officials 
to be subpoenaed soon, and George Stephanopoulos, the senior adviser to the 
President, has hired a lawyer in anticipation of being called. 

None of the four Treasury Department officials will testify, an 
Administration official said, largely because the department itself is not 
likely to meet the Thursday deadline set by Mr. risks for the submission of 
documents . 

But of the White House officials who were served with subpoenas last Friday, 
only Margaret Williams, Hillary Rodham Clinton's chief of staff, and Lisa 
Caputo, Mrs. Clinton's press secretary, were expected to testify on Thursday. 
Lawyers involved in the case said it was uncertain whether Bernard W. Nussbaum, 
the White House counsel who resigned on Saturday, and Mark D. Gear an, the White 
House communications director, would appear. 

Any sharing of confidential information with the White House about the 
inquiry by the Resolution Trust Corportion trust into the Arkansas institution, 
Madison Guaranty Savings and Loan, is sensitive because a request by the 
agency for a criminal investigation on the topic listed Mr. Clinton and his 
wife, Hillary, as possible beneficiaries of improper actions by the institution. 
The savings and loan lies at the center of Mr. Fiske's review of the Clintons’ 
investment in an Arkansas land venture, the Whitewater Development Company. 
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Administration officials familiar with previously undisclosed contacts 
Involving Mr. Altman refused today to identify the senior White House aide or 
aides involved. While Mr. Schloss refused to comment about it, an official 
sympathetic to Mr. Altman said he simply wented to put the White House on notice 
that he was considering whether to submit to Republican calls that he recuse 
himself from the regulatory deliberations about Madison Guaranty. 

But that official and others acknowledged that the evidence of previously 
undisclosed meetings to be handed over to Mr. Piske will prove at least 
embarrassing for people like Mr. Altman. 

Asked by Senate Banking Committee on Feb. 24 about any communication he had 
with the White House on the regulatory inquiry into Madison Guaranty, Mr. 
Altman described his participation in one meeting and did not amend that account 
even in a follow-up letter on March 3. 

GRAPHIC: Photo: President Clinton leaving the Oval Office yesterday after 
commenting on the Whitewater investigation during a session on an earned- income 
tax credit. With him were Vice President A1 Gore; Peggy Richardson, the 
Commissioner of the Internal Revenue Service; Roger C. Altman, the Deputy 
Treasury Secretary; Secretary of Agriculture Mike Espy, and Donna E. Shalala, 
the Secretary of Health. (Stephen Crowley /The New York Times) 
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Republicans in Congress today dismissed the concerns of the Whitewater 
special prosecutor that public hearings on the affair could disrupt his 
investigation. But the Republicans promised the prosecutor, Robert B. Fiake Jr., 
that if such hearings were held. Congress would not grant witnesses immunity 
from prosecution. 

Still, after an hour long meeting with two Republican Senators, Alfonse M. 

D* Amato of New York and William S. Cohen of Maine, Mr. Fiske said, "I would 
prefer that there be no Congressional hearings . * 

But Mr. D'Amato, the top Republican on the Banking Committee, said, "I think 
it's inevitable that there will be hearings." 

In an odd role reversal. Democrats, who ignored the pleas of the special 
prosecutor when they wanted to hold Iran-contra hearings during the Reagan 
Administration, seised today on Mr. Fiske 's qualms and held fast against a 
Congressional investigation. 

At Least One Hearing 

At least one day of public Congressional testimony seems bound to occur. 

That will be on March 24, whan the House Banking Committee holds a hearing on 
the status of the savings and loan bailout. Republicans, seizing a chance to ask 
questions about thrtfhitewater matter, have asked 40 witnesses, including 
several top Administration officials, to appear. 

Since the White House has promised to cooperate and since damage can probably 
be contained at a one-day session, the senior officials will probably testify. 

But with Democratic majorities in the Senate and the House of 
Representatives, no full Congressional investigation can occur over their 
objection. Republicans are hoping they can force the Democrats to relent by 
accusing them of holding to a double standard whan a Democrat is in the White 
House, but so far the public pressure has not reached the point where Democrats 
feel they must comply. 
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Mr. Fiske 's arguments notwithstanding, the question of whether extensive 
public hearings will ever occur will turn exclusively on politics. Republicans 
hope to undercut the Administration using the issues of the real estate dealings 
of the President and his wife, Hillary, in Arkansas and the collapse of 
Madison Guaranty, the savings and loan run by their partner in the Whitewater 
Development Company venture, James B. McDougal. Democrats appear willing to go 
to the mat to prevent that. 

'Counsel of the Special Counsel' 

The Senate majority leader, George J. Mitchell of Maine, was interviewed on 
all the television networks this morning, arguing that Congress should not 
rebuff Mr. Fiske. 

Later this morning, at a news conference. Speaker Thomas S. Foley of 
Washington said: "I don't see any reason for hearings. I think we ought to pay 
special attention to the counsel of the special counsel, Mr. Fiske." 

And after a caucus meeting of all Democratic representatives this morning, 
Representative Steny H. Hoyer of Maryland, the chairman of the caucus, said in 
an interview, "I don't know a single one who thinks hearings are needed." 

After a meeting of leaders from both parties in the House this afternoon, 
Representative Newt Gingrich of Georgia, the Republican whip, said he did not 
believe that the Democrats had completely ruled out a Congressional hearing. But 
he said, "If we have to go to the country and talk about a cover-up Democrat 
Congress, we can do that, but we'd rather not." 

Without strong political pressure from outside Washington, the Democrats are 
unlikely to agree to a Congressional investigation. 

So far, public opinion seems to be on the side of the Democrats. An ABC News 
poll of 525 adults taken by telephone Monday night found that only 22 percent 
believed Republicans were "standing up for what they think is right, " while 58 
p«rc«nt said the calls for a Congressional investigation merely represented 
Republicans "trying to score political points against Clinton." Tha margin of 
sampling error was plus or minus five percentage points. 

The immunity issue is important because a Federal appeals court overturned 
the Iran-contra convictions of Oliver L. North and John M. Poindexter on the 
ground that the trials had been tainted by their immunised Congressional 
testimony in 1987, saying the recollections of prosecution witnesses might have 
been swayed by the Congressional hearings. 

Congress granted Mr. North and Mr. Poindexter immunity because otherwise they 
would have asserted their Fifth Amendment right against self -incrimination. 

The Iran-contra prosecutor, Lawrence E. Walsh, warned at the time that the 
grants of immunity could hamper his investigation. But Democrats in Congress 
rejected that argument, insisting, as the Republicans are now in the case of 
Whitewater, that a full and immediate airing of the facts should be paramount. 

In the current situation, immunity might not be needed to conduct hearings, 
since it is unlikely that Administration officials would invoke the Fifth 
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Amendment . President Clinton end the new white House counsel, Lloyd N. Cutler, 
seid Tuesday that they expected officials to cooperate fully. 

With that in mind. Hr. Cohen, the most experienced investigator among 
Republican senators, and Mr. D' Amato pledged to give Mr. Piske weeks or even 
months to prepare his cases before they would ask for hearings. 

Mr. Piske suggested that in a few weeks, or months at the most, he might be 
able to complete his investigation into the meetings of white House and Treasury 
Department officials on Whitewater developments. He said he would then be 
cos£ortable with Congressional hearings restricted to those matters, as long as 
Congress did not delve into the underlying issues. 

Mr. Piske offered to meet with Representative Jim Leach of Iowa, the top 
Republican on the Banking Committee, but Mr. Leach declined, saying such a 
meeting would be inappropriate. 

"I did not want to compromise his work, and I did not want him to compromise 
mine," Mr. Leach said today. He said, however, that Republican investigators 
working under him had turned over a material they had gathered, which he would 
not describe, to Mr. Piske. 

GRAPHIC: Photo: The independent prosecutor investigating Whitewater, Robert B. 
Piske Jr., left, at a Meting yesterday in which he discussed the possibility of 
Congressional hearings that might overlap his inquiry. With him were Senators 
Alfonse D' Amato of New York and William S. Cohen of Maine, both Republicans, as 
well as Roderick Lankier, the head of the Washington office of Mr. Piske' s 
investigation. (Paul Hose fros /The Hew York Tines) 
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Amazingly, Tuesday was the second anniversary of the New York Times article 
that broke the Whitewater mess --as Whitewatergate is known to those of us who 
have not yet convicted the President. But it was just last weekend that the 
16-year-old collision of a failed land deal and a failed S.&L., a story 
comprehensible only with Rube Goldbergesque flow charts, became a national 
craze . 

What changed? In substance Whitewater may have little in common with 
Watergate -- an abuse of power by a President in office -- but in form 
Whitewater has now started to mimic Watergate as cheesily as "Pretty Woman" 
replays "Pygmalion." 

Last week we got our first smoking gun (the meetings of White House and 
Treasury aides) and Saturday night mini -massacre (of Bernard Nussbaum) . Not to 
mention subpoenas by a grand jury, shredded documents, threats of Congressional 
hearings and the Vice President's infelicitous talk of a White House "firewall" 
("firestorm" meets "stonewall"?). Hovering above it all is Vincent Foster's 
suicide, far more compelling than Watergate's one mysterious fatality (remember 

the air- crash death of Mrs. Howard Hunt?) . 

Asked by The Washington Post why television coverage of Whitewater was 
minuscule late last year, a CBS News producer said, "It's one of the most 
difficult stories to explain that I've ever encountered . " This week an ABC hand 
said why the once -impene treble yarn now leads the evening news: "Whitewater is 
no longer all in the past. It has a foreground set in the White House, with a 
clear narrative line being played out in real time. A perfect television 
scenario.” viewers can indeed follow the White House Whitewater drama of 1994 
without even understanding the Arkansas Whitewater story of 1978. 

What will hasten the narrative's end? Those of us who would like to see Bill 
Clinton's promising Administration get back to serious business cannot just wish 
the mess away, especially given the White House's propensity to "screw up" 

(David Gergen's spin) or "cover up" (as Mr. Integrity, the Republican Senator 
Alfonse D' Amato, insinuates) . But one early step was suggested during the 
President's Tuesday news conference with his new counsel, Lloyd Cutler, when 
Brit Hume asked if the First Lady might hold her own Whitewater press 
conference . 
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"X think I'll let her apeak for herself, • was Mr. Clinton's non-reply. To 
which the unspoken follow-up quest ion must be: why doesn't she? 

Hillary Rodham Clinton, after all, is among the most revered people in the 
country. Many, possibly most, Americans have accepted her in her 
precedent -breaking role as a partner in her husband's Government. And, as the 
week's events have made perfectly clear, she is at or near the center of nearly 
every Whitewater event, '78 and '94. 

Since she has the political capital, the firsthand knowledge, the poise and 
brains to answer many of the growing list of Whitewater questions, why not do 
so? Especially since the health-care plan she steered hangs in the balance. 

Yet Mrs. Clinton persists in ducking the press. The same counterproductive 
secrecy that whipped up suspicions about her task- force meetings on health care 
still rules. When she appeared in Hew York last week to tour a hospital, 
reporters were kept out of conversational range. Not even the subsequent 
departure of her mentor, Mr. Nussbaum, from Washington inspired a public word. 

The press blackout is not total. Mrs. Clinton did find time in New York to 
have tea with gossip columnists who could be counted on not to ask about 
Whitewater. Last Friday she also gave an interview to Bile magazine -- embargoed 
until April. The few vague excerpts in an Bile press release — in which Mrs. 
Clinton attacks her critics instead of answering them -- stand as her sole 
co m m en ts on recent Whitewater eruptions. 

Like everything else that does not parse in this mss, it makes no sense that 
Hillary Rodham Clinton, who has brought the job of First Lady into the late 20th 
century in every other respect, would follow a strictly restricted press diet 
more appropriate to Pat Nixon. If she were true to herself and spoke up for 
herself, she might put the brakes on Whitewater-Watergate analogies that 
increasingly leave the Administration twisting slowly, slowly in the wind. 
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To the Editor: 

"Slovenly White House Ethics," your Feb. 27 editorial on the Whitewater 
matter, proves it is possible to hyperventilate on no oxygen at all. 

The Clinton Administration hardly needs to be "educated" on "the normal 
protocols of governance." It is rather you who need a crash course on 
journalistic ethics. In a Jan. 11 editorial, you simultaneously acknowledged 
that there was "no specific charge against the President and Mrs. Clinton," yet 
called for the appointment of a special counsel nevertheless. You accused this 
Administration of ethical lapses -- the same Administration that imposed the 
toughest set of government ethics regulations in a generation. The accusations 
against the. President and the First Lady are ludicrous and almost beneath 
response . Almost . 

Despite the hysterical innuendo of your Feb. 27 editorial, the basic facts 
of the Whitewater matter are well known by now. In 1978, the Clintons and two 
business partners bought 230 acres of land in northern Arkansas. Four years 
after this investment, James McDougal, the partner who managed Whitewater 
Development Company affairs, purchased Madison Guaranty Savings and Loan. The 
Clintons were never borrowers, owners, directors or oCCicers of Madison 
Guaranty (although Mrs. Clinton briefly represented it in 1985). 

Ultimately, the Clintons sold their stake in Whitewater and suffered a loss 
of more than $68,000. When was the last "scandal" in which the key issue was not 
how much money the participants made, but how much money they lost? It is a 
measure of the Alice in Wonderland logic of Republicans and New York editorials 
that the Clintons have been chastised for not taking an extra tax deduction in 
this situation (they had deducted more than $40,000 of these losses as interest 
payments) . Surely, this is the first time in history a political figure has been 
criticized for not taking advantage of a tax loophole. 

The whole Whitewater controversy is being used by the political opposition as 
a weapon to attack an Administration that is attempting to grapple with the real 
problems facing real people in America. Fair enough: politics is politics. 

The Clintons, understanding that the forces of the status quo will stoop to 
anything to derail positive change, acknowledge when it's better to fight 
another day. They are cooperating fully with the special counsel. 
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Has ths Clinton tsam raally taken the nation "back to the sham ethics of the 
early Reagan Administration"? Id Meese, Rita Level le, Anne Burford, Jaaes Matt. 
Michael Deaver. Charles Nick, Ray Donovan, John Pedders, Louis Cordis, Michael 
Cardenas, Mesley Plummer, Louis Giuffrida -- the list goes on, but nothing in 
the Clinton Administration compares with this "Hit Parade of Sleaze.” 

What is "just about tapped out now” is not the Clinton Administration's 
deposit of public trust, but rather the patience of the American people for 
scandalmongering without a scandal. 

JAMBS CARVILLS 
Washington, March 4, 1994 

The writer, a political consultant, directed Bill Clinton's 1992 campaign for 
President. 
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To the Editor: 

Your Feb. 27 editorial inaccurately implies that I oppose a full 
investigation of the failure of Madison Guaranty Savings and Loan and its 
dealings with the Whitewater Development Company. You also suggest that I am 
myopically defending the Clinton Administration. At no time in the Senate 
Banking Committee's hearing on the Resolution Trust Corporation did I defend 
anyone's actions. I stated -several times that there are legitimate questions 
that need to be answered. 

But I also made it clear that a partisan, political hearing is not the 
proper venue. Such a hearing could jeopardize the work of Robert Fiske, the 
independent counsel, a lifelong Republican who was nominated by President Bush 
to be second in command at the Justice Department. 

My primary concern is to prevent damage to the prosecutor's ability to carry 
out a full, fair and independent investigation. I stated this several times 
during the hearing, although you did not report it. Congress has proved it can 
interfere with and bumble investigations. Oliver North, John Poindexter and 
others had their convictions overturned because of conflicts that arose from the 
Congressional hearings into the Iran-contra affair. Mr. Fiske shares this 
concern. 

At the hearing, I also expressed my belief that the partisan attacks appeared 
especially hypocritical in light of past Republican opposition to renewing an 
independent counsel statute and to extending a statute of limitations on 
recoveries against savings and loan wrongdoers. Moreover, they have asked not 
one question about the 193 failed savings and loans, which cost taxpayers much 
more than Madison. 

Another concern is the apparent Republican apathy to larger issues in the 
savings and loan bailout. Not a single Republican member of the Senate Banking 
Committee bothered to attend a key hearing last September with five hours of 
testimony by 13 Resolution Trust whistleblowers, who described the agency's 
massive problems in excruciating detail. This reinforces the perception that 
there is little to the professed concern about Madison beyond the partisan 
intention of inflicting injury to a Democratic President and First Lady for 
matters that were not Federal, but state-regulated, and that took place before 
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they entered the White House. 

while you have focused on a single savings and loan, Madison, a number of us 
have tried to engage in oversight of Resolution Trust's handling of hundreds of 
failed institutions, most of them far more costly to taxpayers. Billions of 
dollars are being wasted at the Resolution Trust, and Z have recommended steps 
to stop the financial hemorrhaging. 

Your newspaper might consider deploying some of its investigative resources 
to exploring the reasons for the collapse of the Resolution Trust's ability to 
sue savings and loan wrongdoers in Texas, at a cost to taxpayers that would 
appear to be in the billions of dollars. 

JOHN KERRY 

U.S. Senator from Massachusetts 
Washington, March 1, 1994 

GRAPHIC: Drawing 
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SPEAKING of the controversy swirling about the White House over allegations 
of a cover-up, the president said: "It is essential that we not be so distracted 
by events such as this that we neglect the vital work before us, before this 
nation, before America, at a time of critical importance to America and the 
world. " 

That was 1973, and Richard Nixon was talking about all the fuss in Washington 
being made over a third-rate burglarly that, as it turned out, eventually 
brought down his presidency. 

The other day it was Bill Clinton's turn. He told the press, as it probed the 
controversy swirling about the White House over allegations that top aides 
interfered with federal investigators: "The American people will be outraged if 
anybody uses this as an excuse not to keep going and doing the people's 
business . " 

Whitewater is no Watergate --at least not yet. But the way the White House 
has handled -- "mishandled" would be a better word -- troubling questions that 
have surfaced about the first family's involvement in the Arkansas land deal and 
its ties, if any, to a failed savings and loan and the suspicious circumstances 
surrounding the apparent suicide of a top presidential aide leaves the distinct 
impression that the Clintons have something to hide. 

Even when the president, under fire for administration stonewalling, tries to 
douse the heat, new questions seem to arise. Indeed, the more the public finds 
out about the tangled Whitewater mesa, and the collapse of the Little Rock 
thrift, Madison Guaranty Savings and Loan, the more it all begins to smell. 

For instance, in the wake of the weekend sacking of White House counsel 
Bernard Nussbaum for his role in improperly meeting three times with federal 
regulators overseeing the probe of the Whitewater deal, President Clinton 
revealed that on other undisclosed occasions his aides had made apparently 
improper "contacts” with regulators. 

Then, the president said he first learned last fall that possible criminal 
charges might be filed in the Whitewater-Madison case, prior to any public 
acknowledgement by federal authorities that a criminal referral was being 
considered. "What did the president know and when did he know it?” se ems more 
and more an appropriate question. 
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Presumably that's one of Che questions independent counsel Robert Fiske will 
be asking 10 administration officials he's subpoenaed to find out what went on 
in the Whitewater "briefings" given improperly by federal regulators. Along with 
investigating the apparent suicide last summer of White House aide and Clinton 
confidant Vincent Foster, Fiske also is looking into possible breaches of 
government ethics laws and potential criminal violations in the 
Whitewater-Madison case, including bribery, tax fraud, embezzlement and 
obstruction of justice. 

Congress, which has oversight authority and responsibility for federal 
regulators and savings and loan issues, ought to begin its own probe into the 
Whitewater mess. While the president and the Democratic leadership claim that 
calls for congressional hearings are partisanly inspired, it would instead be a 
blatant display of partisanship if Congress declined to exercise its right and 
obligation to find out what went on. 

Democrats in Congress had no qualms about holding hearings on the Iran-contra 
scandal involving the Reagan White House, even though an independent counsel 
also was investigating the case. Lest anyone forgets, it was the congressional 
Watergate hearings that first aired the discovery of the White House tapes that 
sealed President Nixon's fate. And fast-forwarding to the case at hand, it was 
in testimony before a Senate committee that the public first learned of the 
improper briefings given Clinton aides. 

From the beginning, the Clinton White House has dodged, backtracked or 
flat-out misstated the facts about the Whitewater-Madison case and the president 
and first lady's involvement. Troubling allegations seem to surface almost 
daily, the latest being that the Arkansas law firm that employed both Hillary 
Rodham Clinton and Vincent Foster and which represented Madison at one time, 
ordered documents bearing Foster's signature shredded after Fiske 's appointment 
as Whitewater special counsel. 

If, as the president claims, the Whitewater mess is much ado about nothing -- 
"I did not do anything wrong. There is nothing here,” he said yesterday -- then 
the best way to end the controversy and get on with " doing the people's 
business" is a full and public airing of the details. The sooner the better. 
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A prominent Democratic senator on Wednesday called for first lady Hillary 
Rodham Clinton to answer questions about her involvement in the Whitewater case. 

"If she were another person unrelated to the president, who had served in 
the same positions - business, legal representation - she would be a legitimate 
figure for questioning," said Sen. Bob Graham, D-Fla., chairman of the 
Democratic Senatorial Campaign Committee. 

"I think that she needs to be part of this openness. I think she should make 
herself available for questioning in the same way that the president did 
yesterday. " 

Neel Lattimore, a spokesman for Mrs. Clinton, said she will not jhold a news 
conference to answer questions from reporters. ' 

"The president is answering the questions that would be put to lkrm. 

Clinton,” Lattlmdre said. 

Mrs. Clinton is increasingly seen as a central figure in the controversy 
over Whitewater Development Corp. , because she and her friends in government had 
the most connections with a failed real-estate deal in the Osark Mountains of 
Arkansas - and with the way President Clinton's aides have handled the case. 

The Clintons were partners in the real-estate venture, along with the owner 
of Madison Guaranty Savings and Loan Association, which went broke in 1989, 
when Clinton was governor of Arkansas. 

Mrs. Clinton reportedly resisted the appointment of a special counsel to 
investigate the matter. Three lawyers she brought to Washington have been 
connected to controversy, and thsre have been recent press reports that she gave 
couriers documents to be shredded at her former law firm. 

During a news conference Tuesday to announce the appointment of White House 
counsel Lloyd Cutler, the president ducked a question about whethsr Mrs. 

Clinton should hold a news conference to answer questions about bar role in 
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Whitewater. 

Instead, he said her comments in a yet- to-be-published interview in Elle 
magazine "speak for themselves." 

"She's perfectly capable of speaking for herself," Cutler said. 

In the March 4 interview, she says, "(The Whitewater maelstrom is) a 
well -organized and well -financed attempt to undermine my husband, and by 
extension, myself, by people who have a different political agenda or have 
another personal and financial reason for attacking us. Taking it for what it 
is, which is pretty blatant, you can't take it seriously." 
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An old joke goes like this: "He's his own worst enemy," one man says to 
another about a third person. "Not as long as I'm around," the second person 
replies. Change the gender, reverse the joke, and you have Hillary Clinton when 
it comes to Whitewater. She says the Republicans are her own worst enemy. Not as 
long as she's around. 

The other day, the First Lady gave an interview to Elle magazine in which she 
blamed the Republican Party for all the hoopla about Whitewater. She called the 
GOP's efforts "a well-organized, well-financed attempt to undermine my husband, 
and by extension, myself, people who have a different political agenda or have 
another personal and financial .reason for attacking us." She talked about "the 
wildest kind of paranoid conspiracies" and alleged a OOP attempt "to find a way 
of undermining me." 

Oh, Hillary! 

That note of exasperation cooks from an admiring corner, my own. But the 
suggestion that Whitewater is nothing more than a polluted river with its 
headwaters at the Republican National Committee is contemptuous of the American 
people. If anyone has threatened the Clintons 's "political agenda," it is the 
Clintons themselves. For some reason -- arrogance, a sense of victimisation, the 
need to hide something -- they have refused to look the public in the eye and 
give candid responses to certain questions. 

I happen not to be a Republican. I have voted for those fellows only rarely 
and never on a presidential level. (I would have voted for Lincoln, though.) And 
watching Rep. Newt Gingrich (R-Ga. ) and Sen. Alfonse D* Amato (R-N.Y. ) suddenly 
emerge as the indignant champions of political purity brings to mind the crack 
someone once made about Doris Day: "I knew her before she was a virgin." Yet, 
this duo is right: Something about Whitewater smells. 

So as a non -Republican favorably disposed to the Clintons, let me ask some 
questions: Was the Madison Guaranty Savings and Loan used to illegally or 
unethically funnel money to Clinton's 1984 gubernatorial campaign? If so, did 
either of the Clintons know what was happening? Did the Clintons actually lose 
money on their investment in Whitewater Develop m e n t, a company they formed with 
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James McDougal, the head of Madison, and if they did why didn't they take a tax 
writeoff -- as they did with Bill's old socks? 

Did Bill or Hillary Clinton know that McDougal, their pal and business 
partner, was running his S&L right into insolvency? Did Hillary Clinton, then a 
partner in Little Rock's Rose Law Firm, know the abysmal condition of Madison 
when she represented it before a state regulatory commission as it was seeking 
to keep its doors open? Was it ethical for Mrs. Clinton to represent Madison 
before a state agency headed by a person appointed by her husband? 

Were the files found in Vincent Foster's White House office after his suicide 
concealed because they were irrelevant or because they were both relevant and 
suggestive? Did the Rose Law Firm shred Whitewater- related files Foster left 
behind when he moved to Washington? And, last, was Bernard Nussbaum, the 
recently resigned White House counsel, a political klutz or was he doing what 
his clients -- the Clintons -- wanted? 

These are all legitimate, even obvious, questions. You don't have to be a 
Republican to ask them. But there is a further question which, strictly 
speaking, has nothing to do with Whitewater. It has to do with the fiction Mrs. 
Clinton created that appearances are secondary to feminism. She wanted very much 
to be her own person -- not a mere cookie-baking spouse tethered to the 
governor's mansion but a career woman. This is an aspiration I respect. 

But Arkansas is a small state. At its center was the Rose law firm. Mrs. 
Clinton took no income from the firm's dealings with state agencies, but her 
name on its letterhead undoubtedly sent a message to prospective clients. She 
was, in other words, a rainmaker -- possibly a reluctant one but one 
nonetheless . 

She could not really be just another lawyer. 

Her tendency to see her own motives as pure but to impeach those of others 
partisan, sexist or whatever -- is not one of Mrs. Clinton's attractive 
qualities. The assertion of purity is not the same as purity itself. And just as 
she could not see that, no matter what, in the eyes of others she was always the 
governor's wife, she might not now see that Whitewater is not a smarmy partisan 
attack on her but a legitimate inquiry. Not for the first time, she apparently 
lacks the perspective to see the situation as it is to others, until she gets 
that perspective, she -- not the GOP -- will be her own worst enemy. 
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Special counsel Robert B. Fiske Jr. told Republicans yesterday he strongly 
opposes congressional hearings on any aspect of the Whitewater affair until he 
completes his probe of whether the White House intervened improperly in 
governmental investigations of the case. 

After meeting with key Republicans and Democrats in the mounting controversy 
over congressional hearings on Whitewater, Piske reiterated his objections to 
hearings on grounds that they could complicate his probe. "I would prefer that 
there be no hearings," he said. 

But Piske said he could live with hearings on White House aides' meetings to 
discuss the Resolution Trust Corp.'s investigation of Madison Guaranty Savings 
a Loan, a failed Arkansas thrift with ties to President Clinton and Biliary 
Rodham Clinton -- so long as they do not begin until he co^letes that phase of 
his investigation. 

Sen. Alfonse M. D* Amato (R-W.Y. ) said he ieneluded that this meant hearings 

could begin about June l and that Congress should be prepered to begin them as 
soon as Piske is ready. "That is a time line we can live with," he said. 

As Piske was meeting with leaders on Capitol Hill, the White Bouse, Treasury 
Department and 10 senior administration officials subpoenaed by the special 
counsel were struggling to meet today's deadline for producing documents 
required by the subpoenas. 

Senior White House officials said evidence of additional contacts between 
Clinton aides and Treasury officials involved in the Madison matter was found 
but described them as being primarily contacts generated by news inquiries or 
"hallway conversations . " But one official with direct knowledge of the 
additional contacts declined to characterise them at all, saying those who were 
doing so had no firsthand knowledge because "that is closely held by only a 
couple people . ” 

The White Bouse and Treasury were warned by Piske and his associates not to 
characterise the material turned over because to do so would be seen by the 
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Guaranty Savings and Loan Association and its owner, James B. McDougal . 

All nine administration officials - including White House Counsel Bernard W. 

Nussbaum, who resigned yesterday over his handling of the Whitewater-Madison 
affair - are scheduled to appear Thursday before a federal grand jury in 
Washington . 

The others subpoenaed are: Mark Gearan, White House communications director; 

Bruce Lindsey, senior adviser; Harold Ickes, deputy chief of staff; Lisa Caputo, 
press secretary to Mrs. Clinton; Margaret A. Williams, Mrs. Clinton's chief 
of staff; Roger C. Altman, deputy Treasury secretary; Jean Hanson, Treasury's 
general counsel; and Joshua Steiner, Treasury's chief of staff. 

They either gave or attended briefings concerning the status of the 
investigations by the Resolution Trust Corp. - of which Mr. Altman is acting 
head - into possible criminal wrongdoing in the failure of Madison, owned by Mr. 

McDougal, a longtime Clinton business partner. 

"With this investigation being as public as it is, and with what has already 
been done, everyone is on notice not to dispose of anything," Mr. Fiske said 
yesterday of his subpoenas. 

Mr. Fiske said the nine officials would appear before a grand jury in 
Washington, although their testimony could be used by a special grand jury being 
empaneled in Little Rock to hear the Whitewater-Madison case. 

"The witnesses called so far have gone before one of the grand juries 
already sitting there [in Washington]," he said. "This is being handled by the 
people in the Washington office because it happened there." 

The White House subpoenas also require staff officials to produce documents 
concerning any conversations between administration aides, the Treasury 
Department and the RTC in the Whitewater-Madison affair. 

Mr. Fiske, a former U.S. attorney in New York whose dogged determination 
impressed both the Republican and Democratic administrations for whom he worked, 
has not been timid in the Whitewater-Madison inquiry, which he took over as 
special counsel on Jan. 20. 

He immediately hired a staff many federal authorities consider "top notch." 

It includes six former federal and state prosecutors, assisted by a task force 
of 25 FBI agents and financial analysts. The probe is being conducted out of 
offices in Little Rock and Washington, and at least two more lawyers are 
expected to be named in the next few weeks . 

Key among the appointments are: 

* Roderick C. Lankier, former assistant district attorney in New York who 
will head the inquiry into the July 20 death of White House deputy counsel 
Vincent W. Foster Jr. 

* Russell "Rusty" Hardin Jr., a former assistant district attorney in 
Houston who will be the lead prosecutor in the pending March 28 trial of a 
former municipal judge who has accused Mr. Clinton of pressuring him for a 
fraudulent Small Business Administration-guaranteed government loan. 
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support allowing risks to call any witnesses before the grand jury prior to 
those witnesses' testimony on Capitol Hill and would back giving Piske 
"sufficient latitude and time" to develop his case. 

"We have assured the special counsel we can conduct our oversight hearings 
... in a manner that will not deter or preclude him from exercising his 
responsibilities," said D' Amato, ranking Republican on the Senate Banking, 
Housing and Urban Affairs Committee, who has led the fight for hearings >> over 
strong Democratic objections. 

While House Republicans are pressing ahead with calling 40 witnesses to 
testify at a March 24 oversight hearing on the RTC, hoping to turn it in to a 
forum on Whitewater, Democrats have objected to broader hearings, claiming they 
would thwart the special counsel's probe that Republicans themselves had 
demanded . 

Democrats expressed strong doubts whether Piske 's probe could be shielded 
adequately in hearings ostensibly restricted to just part of the case. 

Senate Majority Leader George J. Mitchell (D-Maine) said in an interview 
there is no realistic way to prevent a member of Congress from asking a question 
potentially damaging to Piske 's probe. 

Senate Banking Committee Chairman Donald W. Riegle Jr. (D-Mich.) said he 
opposes hearings until Fiske could say they "raise no risk to the rest of my 
investigation." Riegle said he did not sense in his conversation with Fiske chat 
the special counsel wants hearings of any kind. "He's asked us not to 
interfere... . I think we should respect his wishes in this area," Riegle said. 

D' Amato said he believes public opinion would make hearings inevitable, and 
Cohen, while stopping short of suggesting inevitability, said he believes it is 
"not going to be politically possible” for Democrats to avoid them indefinitely. 

While neither the American people nor Congress "wants to see the president 
nor the First Lady unfairly pilloried or the presidency paralysed," Cohen said, 
"a cloud is gathering over the president that has to be removed, the sooner the 
better. " 

In the House, Rep. Jim Leach (R-Iowa) , who is seeking to call 
Whitewater- related witnesses before the March 24 oversight hearing, said he 
declined an invitation to meet with Piske. "I did not want to compromise his 
work, and I did not want him to compromise mine, ■ Leach said, adding that he and 
Piske have "two totally different responsibilities" in the Whitewater affair. 

Leach also said that in the last three days he has turned over to Piske "a 
substantial amount of material that will be very helpful to the special 
counsel's investigation.” 

Staff writers Kenneth J. Cooper and Sharon Walsh contributed to this report. 


GRAPHIC: PHOTO, WHITSWATBR COUNSEL ROBERT B. FISKS JR. AMD SEN. ALVONSB M. 
D'AMATO (R-N.Y.) AT CAPITOL HILL HEWS CONFERKWCS . D* AMATO SAID HEARINGS COULD BB 
S T RU CT U RED TO NOT INTBRPBRB WITH PROBB. REUTER 
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Two employees of the Rose Law Firm said today that in late January they 
shredded documents from the files of Vincent W. Foster Jr., a former Rose 
partner and deputy White House counsel who committed suicide in July. But they 
said they were not certain when they destroyed the papers or whether the 
documents dealt with anything of interest to special counsel Robert B. Fiske Jr. 

Jeremy Hedges, 20, and his roommate, Clayton Lindsey, 19, have become 
small-time celebrities in the past two days after describing to the New York 
Times and ABC News how they shredded the contents of a box labeled with Foster's 
initials in the law firm's basement. Students at the university of Arkansas at 
Little Rock with part-time jobs as couriers for the Rose firm, they have been 
interviewed by Fiske' s investigators, and He d ge s has testified before a federal 
grand jury about the incident. 

Hedges said in an interview today be believed the shredding took place after 
Fiske was appointed Jan. 20 to investigate the Whitewater real estate venture 
partly owned by President Clinton and his wife and the circumstances of Foster's 
suicide . "We 1 re pretty sure he had been [appointed] . I mean, Z knew his name and 
I couldn't think of any other reason Z would know his name other than bearing it 
on the TV and the radio," Hedges said. 

But he added, "It's very likely it could have been some of Vince's files that 
were completely unrelated to the investigation. I've said that from the 
beginning. I don’t know what it was." 

Ronald M. Clark, the firm's managing partner, did not respond to inquiries 
for comsmnt today. In previous interviews. Rose lawyers have said the box 
involved contained old documents related to internal workings of the firm, 
including minutes of partnership meetings and financial statements. Cleric said a 
clerk assembled the box while clearing out space for a lawyer moving from one 
office to anoth e r. 

Fiske 'a interest in the incident is evident from the subpoenas he issued last 
month. According to Lindsey, who is scheduled to appear before the grand jury 
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Tuesday, at least two other Rose employees have testified besides Hedges: the 
office manager, Kathy Harris, and Ricki Stacy, the employee in charge of closed 
files. 

Hedges said Rose law clerk Elise McShane called him to pick up a box of 
documents to be shredded sometime in late January. The outside of the box was 
labeled VWF, and it contained at least five or six files that were clearly 
Foster's, he said. Both Hedges and Lindsey, who took over the task after 30 
minutes, said they remember files labeled "VWF correspondence," "VWF pleadings," 

"VWF notes . " 

Hedges said he glanced at several documents and saw Foster's signature but no 
mention of Whitewater or Madison Guaranty Savings & Loan, the failed thrift 
also being investigated by Fiske . Lindsey said he paid little attention to the 
documents . 

On Feb. 9, the Washington Times, quoting an unnamed Rose employee, said the 
firm had shredded Whitewater documents that related to the Clintons, who were 
partners with James B. McDougal in the venture. Two days later, Clark met with 
the firm's six couriers to inform them that FBI agents would be interviewing 
them the next day, according to Hedges and Lindsey. 

Hedges said, "Ron Clark said basically, to tell the FBI everything we knew. 

Don't hold back anything. Don't think we have to protect the firm, or anybody in 
the firm." 

When Hedges said he had shredded some of Foster's files about three weeks 
earlier, Jerry Jones, a Rose partner who attended the meetings, responded 
skeptically, according to Hedges. He said Jones asked him, "Do you know for 
sure? ... I don't want you to assume something you didn't know." 

Hedges said that when he insisted the files were Foster's, Jones asked him if 
he knew what the documents pertained to, then advised him, "Don't assume they 
had anything to do with the investigation." 

The Rose firm began routinely shredding documents -- a common practice at 
many firms -- during the 1992 presidential campaign. Rose officials said they 
wanted to keep confidential client information out of the hands of the news N 
media. 

Since last month, the firm has been assembling a roomful of documents to turn 
over to Flake, who served the firm with an extensive subpoena. The special 
counsel's wide-ranging investigation includes events related to Foster's 
apparent suicide last summer. Foster, Hillary Rodham Clinton and Associate 
Attorney General Webster L. Kubbell were Rose partners before the 1992 election. 

Fiske 's office is looking into a wide array of entities and individuals with 
ties to Madison, including some also with ties to the Rose firm. Madison was a 
Rose client, and the law firm is known to have handled at least some minor legal 
work involving Whitewater. 

Foster worked on personal financial matters for the Clintons. Shortly before 
his death, Foster had prepared three years of back tax returns for Whitewater 
Development Corp. and sent them to McDougal, the Clintons' partner in the real 
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estate venture. Poster also had handled the December 1992 sale to McDougal of 
the Clintons' interest in Whitewater. 

Staff writer Susan Schmidt in Washington contributed to this report. 
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The heat generated by the furor over the White House's handling of the 
Whitewater matter has singed the wings of one of the Clinton administration's 
highest fliers: Deputy Treasury Secretary Roger C. Altman. 

Until last week, Altman, a gung-ho former Wall investment banker who has 
known President Clinton since their days at Georgetown University, was revered 
-- and feared --as one of the most formidable players on the Clinton team. 

During the administration's first year Altman built up a tremendous store of 
goodwill with the president and Hillary Rodham Clinton as well as other core 
members of the president's team for championing key legislative proposals on 
budget policy, health reform and trade, and he was regarded as a cinch for 
future promotion. 

But now Altman's prospects hang in limbo. The special counsel charged with 
investigating the Whitewater case has slapped Altman and three current or former 
Treasury officials with subpoenas, Republican lawmakers are calling for his head 
and Wall Street swirls with rumors that his days at Treasury are numbered. 

At a U.S . Chamber of Commerce breakfast yesterday, Sen. Don Nickles (R-Okla.) 
suggested that Altman resign. 

”X see Mr. Nussbaum has resigned,” Nickles said, a reference to White House 
counsel Bernard Nuaabaum, who announced his departure from the administration 
this week following criticism over his meetings with Treasury officials, 
including Altman, in connection with the Whitewater case. "Well, what about Mr. 

Altman? ... If there were somebody who was acting improperly, it's him. Why 
hasn't he gone?" 

Altman has "no intention whatsoever of resigning" and does not "foresee any 
circumstance under which that would occur, " a senior Treasury official said last 
night. "There is no hint or smidgen that" Altman did anything wrong, the 
official said. 

White House officials scoff at the notion that Altman has fallen from grace. 

LEXIS'- NEXIS® LEXIS'- NEXIS'« LEXIS'- NEXIS'® 

Services of Mead Data Central, Inc. 


\m 



2498 


11k Washington Pott, Masch 10. 1994 


Page 65 


"Nobody here is counting Roger out," said one senior official. "He's still very 
much a force . " 

The White House officially rallied to his defense yesterday. "The president 
has full confidence in Mr. Altman," Press Secretary Dee Dee Myers told the 
Reuter news service. Clinton believes Altman "is carrying out his various duties 
exceptionally well." And Altman appeared in the Oval Office with Clinton, Vice 
President Gore and Treasury Secretary Lloyd Bentsen to promote a tax break for 
the working poor. 

Altman's troubles began last month when he disclosed to the Senate Banking 
Committee that he gave Nussbaum and other White House advisers a "heads up" 
briefing spelling out how the Resolution Trust Corp., which Altman then headed, 
might proceed with potential civil claims connected with Madison Guaranty 
Savings & Loan, a defunct Arkansas lender with ties to a real estate venture in 
which the Clintons had a stake. 

At the time, one of the main potential claims involved Madison's legal 
representation by Hillary Clinton and her firm, the Rose Law Firm. 

Altman has said he discussed procedures for civil fraud cases in a generic 
way at the meeting but did not discuss the details of the Madison investigation. 
He has acknowledged the meeting showed poor political judgment but has denied 
any wrongdoing . 

The disclosure provoked criticism from Republican lawmakers, who assailed 
Altman for abusing his authority. 

Altman was to have appeared before the grand jury today, but the date has 
been postponed, possibly to Tuesday, to allow officials to search for documents 
that might relate to the meetings. Treasury officials said. 

At Treasury, Altman has juggled a dual role as assistant to Bentsen and 
troubleshooter for Clinton. Treasury aides describe the relationship between 
Bentsen, the courtly 73 -year-old former Senate Finance Cosmdttee chairman from 
Texas, and Altman, a 47-year-old, hard-charging Wall Streeter, as cordial but 
not close. 

Bentsen has considerable stature within the administration, but Altman's 
youth and tireless work habits are a closer fit with the style of Clinton and 
the rest of his economic team. Altman has been mentioned frequently as a 
possible successor to Bensten as Treasury secretary. 
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Republicans vowed yesterday to push ahead with Whitewater-Madison hearings 
despite a plea in a closed-door meeting from special counsel Robert B. Fiske 
Jr. that any hearings might jeopardize his investigations. 

Amid ongoing Clinton administration efforts to calm growing media and public 
interest in the Whitewater-Madison affair, the White House was forced to issue a 
statement yesterday denying that a second top official - Roger C. Altman, 
acting head of the Resolution Trust Corp. (RTC) - would be forced to resign. 

Mr. Altman is among 10 current and former White House and Treasury 
Department officials subpoenaed by Mr. Fiske to appear before a federal grand 
jury in Washington today. 

Mr. Fiske made an extraordinary trek to Capitol Hill yesterday to 
personally convey his concerns about congressional hearings into the complex 
affair linking President Clinton and Hillary Rodham Clinton to the failed 
Madison Guaranty Savings and Loan Association through their Whitewater 
Development Corp. partnership. 

By day's end, bipartisan House and Senate leaders suggested that compromises 
might be worked out to allow some form of parallel investigation by one or more 
congressional coamdttees. 

In several earlier news conferences, however, Republicans drilled home the 
point that while they may be willing to work with Democrats on such a deal, 
hearings on Whitewater-Madison will be held sooner rather than later. 

"No doubt about it, it's critical that Whitewater hearings be bipartisan, 
carefully structured and conducted in a way sensitive to the concerns of the 
independent counsel," said Senate Minority Leader Bob Dole. 

"This is not an impossible task, even for Congress," the Kansas Republican 
said. 

Except for a tentative March 24 hearing by the House Banking Committee, 
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Democrats have managed to block other Bouse and, thus far, all Senate hearings 
into the ever-expanding Whitewater-Madison matter. 

Senate Majority Leader George Mitchell Clayed the Republicans during a floor 
speech yesterday for what he called "partisan politics at its worst" and said 
hearings would risk "fatal damage" to Mr. Fiske's investigation. 

"We need to allow Mr. Fiske to do his job," said Mr. Mitchell, Maine 
Democrat. 


Sen. Donald W. Riegle Jr., Michigan Democrat and chairman of the Senate 
Banking Cosmd.ttee, echoed Mr. Mitchell's comments after a meeting with Mr. 
Fiske. 


"I'm prepared at the end of the work by Fiske and his people to review 
anything that needs reviewing,” Mr. Riegle told reporters. "I think we're 
going to get, in due course, all questions answered. ... I don't think there 
will be any questions left at the end of this process." 

Nevertheless, Rep. Jim Leach, Iowa Republican and the ranking GOP member on 
the House Banking Committee, has scheduled a March 24 oversight hearing on the 
RTC, which is handling the SfcL bailout. 

while Mr. Leach has said he wants to call 40 witnesses. Rep. Henry B. 
Gonzalez. Texas Democrat and chairman of the House Banking Committee, has 
privately raised the possibility that he may call off the hearing because of 
strong opposition by Democrats. 


Mr. Fiske, recognising the anti- h ea r in g sentiment among Democrats, has 
sought to avoid a showdown with Republicans while still maintaining a 
prosecutor's seal not to have outsiders interfere with the criminal inquiry. 

Mr. Fiske said he understood the constitutional righto of Congress to probe 
such matters and that he wanted to cooperate with lawmakers. "We didn't reach a 
constructive resolution," he said. 

After meeting with Mr. Fiske, Sen. Alfonse M. D' Amato, new York 
Republican and ranking GOP member of the Senate Ranking Committee, told 
reporters that Republicans were willing to delay any h ea ri ngs to accommodate the 
special counsel and not to grant immunity to witnesses in exchange for their 
testimony. 


Congressional grants of iuounity from prosecution based on their testimony 
were given to witnesses in the Iran-Contra hearings during the Reagan 
administration, leading to convictions being overturned on appeal. 

Sen. William 8. Cohan, Maine Republican, who served on the Iran-Contra 
committee, said the question at issue is whether it is possible to structure 
hearings so they would not interfere with Mr. Fiske's probe. 


"Is there any kind of middle ground? I think there is," he said. 

Mr. Cohen noted that Mr. Fiske would prefer no congressional hearings but 
added: "That is not going to be politically possible." 
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In a gesture at compromise, Hr. Fiske said he had told Mr. O' Amato and Mr. 

Cohen that when his investigation was completed "we would have no objection to 
congressional hearings at that point" as long as details of the underlying 
Whitewater-Madison inquiry did not come out. 

House Republican leaders met yesterday with Democratic leaders and said 
afterwards they were hopeful the Democrats would agree to hearings. 

"The Democratic leadership has agreed to look at some of our requests." said 
Minority Whip Newt Gingrich, Georgia Republican. 

Mr. Fiske said he was leaving room open for a compromise on a portion of 
his inquiries involving secret meetings between White House staff and Treasury 
Department officials on the Clintons' involvement in Whitewater-Madison. 

During news conferences this week, Mr. Clinton revealed that he had 
! — received confidential information from one of the secret meetings in October. 

At the White House yesterday, six top Clinton aides prepared to give grand 
jury testimony starting today on their knowledge of the three meetings. 

Asked if he had any advice for his aides, Mr. Clinton said: "Just the same 
advice I've given everybody - just, you know, just tell them what happened. 

Answer the questions and go on. Be very open." 

The six are Harold Ickes, deputy chief of staff; senior aide Bruce Lindsey ; 

Bernard Nussbaum, the counsel who has resigned effective April 5; Communications 
Director Mark Gearan; Margaret Williams, Mrs. Clinton's chief of staff; and 
Lisa Caput o, Mrs. Clinton's spokeswoman. 

Others expecting subpoenas soon are Chief of Staff Thomas F. "Mack" McLarty 
and senior adviser George Stephanopoulos . 

In Addition, three current Treasury Department officials and one former 
agency official have been called to testify, including Mr. Altman, who in 
addition to his RTC post is deputy Treasury secretary. 

Reports circulated yesterday that Mr. Clinton was going to follow his 
forced resignation of Mr. Nussbaum last week by pushing out Mr. Altman, but 
White House spokeswoman Dee Dee Myers rejected that. 

■The president has full confidence in Mr. Altman. He feels he is carrying 
out his various duties exceptionally well, • she said. 

The president has said he was made aware that the RTC probe had mentioned 
the Clintons in a "criminal referral . " But while he said he was told in October 
about the criminal nature of the probe, he said he could remember who told him. 

That contradicted statements by White Bouse officials at the end of October 
that no one knew about the meetings. 

After the White House admitted three meetings had taken place, Mr. Clinton 
acknowledged this week that additional contacts with Treasury officials had been 
uncovered, sparking concern on Capitol Hill among both Republicans and Democrats 
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chat the administration was not forthcoming in its responses . 

Mr. Clinton called the additional contacts "incidental and were follow-up 
conversations which had nothing to do with the substance" of the 
Whitewater -Madison investigation. 

Mr. Fiske also is investigating whether officials at Little Rock’s Rose Law 
Firm, where Mrs. Clinton was a senior partner, shredded Whitewater records. 

Three current and former Rose firm employees have told The Washington Times 
they were summoned to the governor's mansion by Mrs. Clinton during the 1992 
presidential campaign to pick up documents that were to be shredded at the 
firm's downtown office. 

Tw Rose firm employees also told the Mew York Times that they helped shred 
documents from files bearing the initials of former partner Vincent W. Foster 
Jr., the late White Rouse deputy counsel and personal attorney for the Clintons, 
one day after Mr. Fiske was named. 

Ronald M. Clark, the Rose firm's managing partner, has denied that any 
Whitewater or Foster documents were shredded. 

Attorney General Janet Reno, who appointed Mr. Fiske, declined comment 
yesterday, saying she had referred "all matters" to him "so nothing I say or do 
will have any impact whatsoever on his independent investigation." * Jerry 
Seper, Paul Bedard, Michael Hedges and J. Jennings Moss contributed to this 
report . 

GRAPHIC: Photo (color) , Up next: Special counsel Robert Fiske (left) passes 
Sen. Alfonse D' Amato as he heads to the podium to brief reporters on their 
meeting.. By Ross D. Franklin/The Washington Times 
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Pleading on Capitol Hill for Republicans to hold off their own hearings into 
the Whitewater affair, Special Prosecutor Robert Fiske called the Clinton 
administration "very responsive and cooperative" so far in responding to his 
requests. 

He said he planned to finish grand jury questioning within a few months, 
after which he would have no objections to hearings. 

Fiske won half a loaf. Republican Sens. Alfonse D' Amato of New York and 
William Cohen of Maine said they couldn't agree with his request to hold off on 
all hearings. However, both said they had assured Fiske that prosecutors would 
get first crack at crucial witnesses and that Congress would not grant immunity 
to anyone it called to testify. 

Congress granted immunity to crucial witnesses in the Iran-contra hearings, a 
factor in the reversals of several convictions. 

"We have assured the counsel we can conduct our oversight hearings in a 
manner which will not deter or preclude him from carrying out his 
responsibilities,” D'Amato said. 

Fiske is investigating the failure of Arkansas' Madison Guaranty Savings 
and Loan Association and whether investors in the Whitewater land 
venture- including President Clinton and his wife, Hillary Rodham 
Clinton-benefited from questionable Madison transactions during the 1980s. 

As part of his investigation, Fiske is examining a series of meetings between 
White House officials and federal regulators who were looking into 
Whitewater-contacts that raised questions about whether the investigation could 
have been compromised. 

He subpoenaed 10 administration officials to testify before a grand jury 
beginning Thursday. 

Separately, administrations officials disclosed Wednesday that Roger Altman, 
the deputy Treasury secretary, spoke with at least one senior White House 
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official last month about Aether to recuse himself from a Resolution Trust Fund 
inquiry into Madison. 

The officials said that Altman did not get any specific advice. 

Altman's raising of that issue came in one of two contacts between him and 
the White House about the agency's investigation that had not been disclosed 
previously, the officials said. In congressional testimony last month, Altman, 
who is the acting head of the RTC, admitted to taking part in one discussion 
with the White House about the inquiry. 

He recused himself from further agency deliberations the day after his 
testimony. 

As one of 10 senior administration officials whose testimony has been 
subpoenaed by Fiske, Altman now intends to disclose the additional contacts to 
Congress and a federal grand jury, the officials said. 

An administration official said the new disclosure about the two contacts 
were among scores of additional contacts that had been recalled by White House 
and Treasury aides since the disclosure of three private meetings on the status 
of the federal inquiry prompted Fiske to issue subpoenas for information. 

While President Clinton acknowledged Tuesday that some previously undisclosed 
contacts had taken place, the identification of Altman as a participant in at 
least two of the discussions provided the first detail about them. 

Asked Wedn es da y why Altman had not told Congress about them, a Treasury 
Department spokesman, Howard Sahloss, said, "Mr. Altman testified on Feb. 24 
that he had only one substantive conversation, and ha stands by that 
description." 

GRAPHIC: PHOTO; PHOTO: Special Prosecutor Robert Fiske (left) and N.Y. Sen. 
Alfonse D 1 Amato trade places during a news conference on Whitewater hearings. 
Reuters photo. 
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March 6, 1994, Sunday, AM cycle 


SECTION: Domestic News 
LENGTH: 717 words 

HEADLINE: Clintons Took Whitewater Deductions, Associates Say They Were 
Reimbursed 

BYLINE: By BILL SIMONS, Associated Press Writer 
DATELINE: LITTLE ROCK, Ark. 

BODY 

President and Mrs. Clinton deducted from their personal income taxes more 
than $ 1,400 in Whitewater- related property taxes for which two business 
associates say the Clintons were reimbursed. 

A copy of a Whitewater Development Corp. check register, obtained by The 
Associated Press, indicates a check was written to repay Mrs. Clinton for at 
least one of the payments, which totaled approximately $ 144. 

Tax law generally prohibits taxpayers from claiming real estate tax 
deductions on their personal returns when they're reimbursed or when they're 
paying on behalf of their corporation of another property owner. 

White House adviser Bruce Lindsey said the Clintons "don't have any 
documentary evidence establishing they were reimbursed." He confirmed the 
deductions on the Clintons ' returns represented Whitewater -related real estate 
taxes they paid. 

"Their income taxes were prepared and filed by an independent CPA and we 
assumed the deductions were correct, " Lindsey said. 

Yoly Redden, the accountant who prepared the Clintons' returns, did not 
return a call to her office Friday seeking comment . 

The deductions, which occurred in 1964 and 1988, aren't the first involving 
Whitewater to raise questions about the first family's personal returns. 

During the 1992 campaign, the Clintons acknowledged claiming two years of 
interest payments on a Whitewater loan that they had not made. They voluntarily 
repaid the amount, including penalties. 

The issue of taxes is just one of many swirling around the Clintons as 
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special prosecutor Robert Fisks begins a probe of the Whitewater Development 
Corp . , the land venture co- owned by the Clintons, and the failed Madison 
Guaranty Savings and Loan. The SfcL belonged to James McDougal, the Clintons' 
business partner in Whitewater. 

One of the Whitewater real estate tax deduction the Clintons claimed was $ 

1,275 in 1988, their tax returns indicate. 

Chris Wade, an Arkansas real estate agent who helped Whitewater in the 
mid-1980s, said his agency originally made payments in that amount in 1988 for 
taxes on several Whitewater lots, some of which had fallen in arrears. 

Tax records in Marion County, Ark., confirm Wade's assertion. 

Wade said he later asked Mrs. Clinton in 1988 to pay him back and she did so 
by check. He said Mrs. Clinton was subsequently reimbursed after Whitewater 
lot-owners were asked to pay their taxes. "As those checks came in, they were 
turned over to her," Wade said. 

Lindsey confirmed the Clintons wrote the check to Wade, saying they "were 
concerned about the nonpayment of real estate taxes and felt they should make 
good on them.” 

But he said he knew of no records indicating they were ever reimbursed. Wade 
said Mrs. Clinton might have forgotten because most of the payments would have 
been small - $ 50 or less. 

IRS regulations in effect at the time suggest there may have been other 
reasons why the Clintons should not have claimed the $ 1,275 deduction. 

The regulations state only the person or entity on whom the tax is directly 
imposed may take the deduction. "For example , a controlling shareholder who pays 
his corporation's taxes is not entitled to a deduction," says a tax law guide 
provided by the IRS. 

That guide also states that when a third party steps in to cover someone 
else's taxes, "the payment should ordinarily be viewed as a loan ... rather than 
as a deductible payment of the tax." 

The Clintons took a much smaller Whitewater- related deduction four years 
earlier, this involving Whitewater Lot 13 - a parcel placed in Mrs. Clinton's 
name in 1980, than lent back to the company. 

The Clintons sold the lot in 1981 to a Mississippi man named Hilman Logan, 
who still owned the property in 1984, land records show. 

However, Marion County records indicate Mrs. Clinton paid $ 143.65 on Oct. 

10, 1984, for taxes due on Lot 13. 

The Clintons subsequently claimed a real estate tax deduction of $ 144, 
according to their 1984 return. 

A page from a Whitewater check ledger, however, states check Ho. 000125, 
dated Hov. 5, 1984, was written to Mrs. Clinton for reimbursement of Lot 13 real 
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•state taxes. 

In an interview, McDougal said the Clintons were always reisfeursed for real 
•state tax payments. Whatever they did with that money, he said, they didn't put 
it back in Whitewater. 
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LENGTH: 1576 words 

HEADLINE: A ’Perilous Time' For the President 
SERIES: Occasional 

BYLINE: Ann Devroy, Ruth Marcus, Washington Post Staff Writers 
BODY 

When President Clinton reluctantly agreed to the appointment of a special 
counsel on Whitewater in January, the most compelling argument was that an 
independent investigation would shield the president from further political 
battering and free him to pursue the change he promised the nation. 

Less than two months later, Clinton and his White House staff find themselves 
deeper in a hole than when they started. By even their own accounts, it is a 
hole they dug themselves. 

With the appointment of special counsel Robert B. Fiske Jr., the White House 
expected the complex set of land transactions, legal maneuverings and dense, 
interconnecting stories known as Whitewater to move off the front pages and into 
the secrecy of a federal investigation. 

The opposite has now occurred. 

The Clinton White House has created a new, more easily understood and far 
more damaging story line: the specter of White House interference with 
investigations of the Clintons. The forced resignation of White House counsel 
Bernard Nussbaum-and the subpoenas served on six top White House aides make 
Whitewater a more dramatic story. 

• 'Grand jury' and 'subpoenas' are words that are very fraught" with 
suspicion in the public mind, aaid one administration official. For a president 
whose current standing is high but whose reservoir of public trust is not deep, 

"this is a very perilous time for us, ” the official said. 

Many in tha White HOuae agree that the Whitewater damage control operation 
has ended up causing more damage than it has controlled. According to senior 
White House officials, outside Democrats and others interviewed yesterday, the 
route from questions about the Clintons' 19S0s investments in an Arkansas land 
development venture called Whitewater Development Corp. to a special counsel and 
FBI agents walking the White House halls with subpoenas is littered with 
official blunders. 

The result has been a White House that this week was struggling again to 
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right itself. Whits House senior adviser David R. Oergen said that Clinton 
who left unexpectedly yesterday for Camp David -- now is committed to being 
"very aggressive in ensuring that this White House is open, cooperative and 
forthcoming" in dealing with the issues. 

A flurry of orders to cooperate fully with investigations and protect 
documents, and the White House search for a new counsel who is supposed to "send 
a signal by who he is and what he does” are aimed at erasing new suspicions. 

But at the same time, aides acknowledge the tidal wave of demoralization that 
set in at week's end at a White House where bad news never seems to stop. "We 
will get past this," said one, offering his reassurances that, "the Clintons did 
nothing wrong, not in Whitewater and not since and that will out." 

But, he said, "getting through this after this week means another struggle, 
another phase of distraction, another level of complications with everyone 
getting their own lawyers, going to grand juries, unsure what they can talk 
about and to whom, and all this while we enter a critical legislative stage.” 

Said another official, "It is heavily distracting. It gives us a tougher time 
on the Hill. Across the board, we're going to have a hard time until things 
stabilize." 

That the Clinton White House inflicted many of these wounds on itself is 
hardly disputed, even there. "We made some mistakes in this, yes, " said Clinton 
senior adviser George Stephanopoulos . 

But he argued that the White House mistakes were not a result of malign 
intentions. They were either unintentional or caused by good intentions gone 
sour in the "hazy" area where efforts to answer congressional inquiries and 
respond to the news media produced the appearance of interference in the 
investigations, Stephanopoulos said. 

"It was important to respond without interfering or even appearing to 
interfere,” said Stephanopoulos, who like most in the White House has no direct 
knowledge of the circumstances surrounding the Whitewater investment. "But when 
you are in the midst of these inquiries, it is very difficult to meet those 
standards . ” 

The transformation of Whitewater from a hugely complex and nearly 
incomprehensible real estate transaction in which the Clintons may or may not 
have lost money into a staple of the nightly news is the fruit in large part of 
a White House operation whose every move made it appear that there was something 
to hide. 

When questions about Whitewater first arose during the 1992 campaign, the 
Clintons responded with a report suggesting they had lost $ 69,000 in the real 
estate deal and declined to provide much information beyond that. 

The questions resumed once Clinton took office, after the Resolution Trust 
Corp. asked the Justice Department to investigate a savings and loan owned by 
James McDougal, the Clintons' partner in Whitewater. The Clintons were named in 
that referral as potential beneficiaries of Madison Guaranty Savings a Loan 
improprieties, although not accused of any wrongdoing . But the White House 
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strategy of refusing to provide information for the ensuing stories only piqued 
reporters' interest, rather than making it go away. 

The first major flare-up came with the belated disclosure -- four months 
after the fact -- that Whitewater documents had been among those in Deputy White 
House Counsel Vincent Poster's office when he committed suicide last July. Had 
that been revealed at the time, it might have generated questions about whether 
it was appropriate for him to be handling personal legal work for the Clintons. 

But the apparent effort at deception -- reporters were told about the 
disposition of official files and Poster's personal papers from his office, but 
not the Clinton personal documents -- ended up hurting the White House much 
more. 

Then, when news reports indicated that Justice Department lawyers 
investigating Madison wanted to look at those papers, the White House took days 
to turn them over. 

Another costly delay was in resisting the appointment of a special counsel 
until congressional Democrats joined their Republican colleagues in such a call. 
Officials acknowledge that it added to the appearance of a White House with 
something to hide. 

And if the counsel eventually was agreed to in the belief it would make 
Whitewater go away, last week's revelation of the series of meetings --in which 
white House officials discussed with Treasury officials the Resolution Trust 
Corp.'s investigation into Madison -- made certain that the issue remained on 
the front pages. 

Mow, the White House finds itself in what seems like the worst of all 
possible worlds: an independent counsel who has taken the bold step of summoning 
much of the senior White House hierarchy before a grand jury. Some legal experts 
expressed surprise at Fiske's aggressive approach in choosing immediately to 
employ his subpoena power. 

The lawyers noted that Fiske could have chosen the less public and less 
explosive route of simply interviewing the White House and Treasury officials. 
Iran-contra independent counsel Lawrence B. Walsh, for example, generally 
questioned government officials through that less- formal mechanism before 
deciding whether they should brought before a grand jury. 

Scow lawyers suggested that Piske chose the dramatic route to demonstrate 
that he is aggressively pursuing the investigation. 

But others said it was to be expected that he would move quickly to preserve 
documents, particularly in a case where there have been other allegations that 
docuswnts have been destroyed. 

Outsiders who are familiar with the White House operation suggest its 
problems go beyond Bernard Russbaum. The consensus is that the management is 
still not fully operational; that there is no one with the standing to push the 
Clintons into steps they resist, such as being more forthcoming on Whitewater, 
and that the campaign mentality of damage control — where the first imperative 
is to find out the charge and answer it -- remains too much entren c hed. 
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"It's fairly clear that the more you try to cope with this as kind of an 
inside the White House political problem, the more you just make more trouble 
for yourself," said one official. 

At the White House yesterday, there was a sense of disbelief that it had come 
to this. "It is crazy, it is insane, it is nuts that this thing should loom 
large not because of what it was back in Arkansas a decade ago but because of 
what we here in the White House are doing. We will get through this if we don't 
screw it up again. No one here and no one we talked to gives a good [expletive] 
about Whitewater or things that happened all these years ago." 

All available public evidence endorses that view. A series of polls in 
February, after the special counsel was named, suggested that while a growing 
number of Americans had read or heard something about Whitewater and many 
believed the Clintons had not been forthcoming on it, it hardly mattered. 

A Harris poll early last month found that of those who had heard about 
Whitewater, most thought the Clintons had done something unethical back in 
Arkansas. But 83 percent said it had not changed how they felt about President 
Clinton. 

But a Time -CNN poll with similar findings offered Clinton a warning 
applicable to his handling of long-ago issues now come to the White House: Asked 
if Clinton is a leader "you can trust” or "do you have some reservations," only 
40 percent found him trustworthy, while 56 percent wavered. 
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LENGTH: 1013 words 

HEADLINE: Nussbaum Quits White House Post 
SERIES: Occasional 

BYLINE: Ruth Marcus, Ann Devroy, Washington Post Staff Writers 
BODY 

White House counsel Bernard Nussbaum officially resigned yesterday with a 
defiant blast at his critics, saying they misunderstand the role of the 
president's lawyer. 

Nussbaum insisted in his resignation letter that he had always performed his 
duties as White House counsel "in an absolutely legal and ethical manner." He 
said he was leaving "as a result of controversy generated by those who do not 
understand, nor wish to understand, the role and obligations of a lawyer, even 
one acting as White House Counsel." 

The resignation takes effect April 5, and senior administration officials 
said they hoped to have a replacement within a week for a smooth transition. 

Most viewed the selection of what one called "an experienced Washington lawyer 
with impeccable credentials for in- dependence" as a vital step in moving the 
beleaguered Clinton White House beyond its latest ethical uproar. 

In searching for a successor, the White House wants a pillar of the legal 
community whose very presence on the staff would send a reassuring signal to 
Congress, the public and the media. Officials described a search for a "Lloyd 
Cutler type," a reference to the experienced Washington lawyer who served as 
President Jimmy Carter's counsel. 

But in looking for such a figure, the administration is hampered by the fact 
that the Democratic Party's years out of the White House mean that it is 
difficult to come up with a candidate with appropriately impressive credentials, 
such as government or judicial service. At the same time, Clinton, as is normal 
for anyone selecting a lawyer, would like someone he already knows and trusts. 

Among those mentioned yesterday were Harry McPherson, a pillar of the city's 
Democratic legal establishment who served as counsel to President Lyndon B. 

Johnson; Washington lawyer Charles F.C. Ruff, who was considered for the deputy 
attorney general post; and Charles Renfrew, deputy attorney general in the 
Carter Justice Department and a former federal judge. 

Nussbaum, 57, who worked with Hillary Rodham Clinton on the House committee 
considering the impeachment of Richard M. Nixon, had been a friend of both 
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Clintons Cor two decades and a highly regarded Nall Street lawyer when he was 
named to the counsel's post. 

But during his IS months in the job, Nussbaum was repeatedly accused of 
having a "tin ear" for the heightened ethical standards that govern operations 
inside the White House and for not appreciating how actions are viewed in a 
political as well as legal light. 

Where he viewed himself as aggressively protecting the president, others -- 
many of them in the White House -- saw him as failing to understand the ethical 
problems some of those efforts created. 

That was reflected in the exchange of letters between Clinton and Nussbaum 
that served as the official announcement of the resignation agreed to on Priday. 

Nussbaum wrote that his "sole objective” as White House counsel "was to serve 
you as well and as effectively as I could, consistent with the rules of law, 
standards of ethics, and the highest traditions of the bar." 

Clinton, in his letter, praised Nussbaum for his role in selection of federal 
judges, and in helping choose Attorney General Janet Reno, FBI .Director Louis J. 

Freeh and Supreme Court Justice Ruth Bader Ginsburg. These, he said, would be a 
Nussbaum legacy that would "make our streets safer and our society more just for 
years to come . ” 

The president, as is the custom in such letters, made only the most oblique 
of references to the controversies that plagued Nussbaum. He paid tribute to 
Nussbaum' s spirit at a time in Washington when ”serving is hard." He saluted him 
as having one of the "liveliest spirits” in the White House and noted his 
"special reverence for duty and friendship.” 

Nussbaum did not identify those he accused of misunderstanding his job, but 
many of the president's senior aides believed he was the one who lacked the 
understanding of how politics and the law intersect in the White House. "He was 
repeatedly dumbfounded," said one official, "that anyone could think he was 
doing something wrong" when he believed he was serving Clinton's interest. 

At the White House yesterday, members of the counsel's office and other 
officials streamed through Nussbaum' s office, offering their sympathies. Said 
associate counsel Beth Nolan, "I think the White House counsel's job is one in 
which you rarely cam get public credit for all the good you do and Bernie has 
done a tremendously good job that he will never receive any public accolades for 
because of the nature of the job." 

"Without getting into specifics, for every blowup, there have been 10 matters 
which have been handled deftly and properly," said associate counsel William 
Kennedy. 

Asked what Nussbaum meant about criticism by those who failed to understand 
his role, one official said, "The duty that a lawyer has to represent a client 
sealously within the bounds of the law applies just as much to a lawyer whose 
client is the president of the united States as it does to a private lawyer. 

That obligation is one that hasn't been fully understood or appreciated." 

Calls for Nussbaum 's departure grew in intensity this week after it was 
revealed he participated in a series of meetings between White House and 
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Treasury officials that touched on the Resolution Trust Corp. (RTC) 
investigation into the collapse of the Madison Guaranty Savings & Loan. A 
special counsel is now investigating Madison and its connection to the 
Whitewater Development Corp., a land venture in which the Clintons were 
partners . 


On Friday, special counsel Robert B. Fiske Jr. subpoenaed 10 White House and 
current or former Treasury officials who participated in the discussions, and 
Nussbaum's forced resignation became a foregone conclusion. 

Critics, even some in the White House, said the discussions between September 
and January were improper because they could be viewed as an early tip-off and 
opportunity to influence an active investigation by an independent agency, the 
RTC, in a probe that touched on the Clintons. 


GRAPHIC: PHOTO, WHITE HOUSE COUNSEL BERNARD NUSSBAUM SAID HE RESIGNED BECAUSE 
OF CONTROVERSY GENERATED BY THOSE WHO DID NOT UNDERSTAND HIS ROLE AS LAWYER. AP 
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HEADLINE: Mr. Nussbaum Goes -- Not the Mess 

SERIES: Occasional 

BODY 

NEITHER BBRMARD Nussbaum, who resigned yesterday as White House counsel, nor 
Treasury Deputy Secretary Roger Altman and seven other senior White House and 
Treasury Department officials will be spending March 10 in their offices engaged 
in the duties that brought them to town. Mr. Nussbaum and the others will be 
queued up before a federal grand jury in Washington, compelled by subpoena to 
testify under oath about the circumstances under which they discussed the status 
of a federal probe of the Madison Guaranty Savings 6 Loan, a failed Arkansas 
institution with ties to the Clintons. That date with the grand jury will be a 
day of public disgrace for the administration. 

But more than humiliation is involved in this case. Since the Madison failure 
and the abortive Whitewater land venture erupted as issues. White House staff 
have been nothing but a problem. Their clumsy and sophomoric attempts at 
political damage control have only added to the impression that there is 
something not quite right about the Clintons' Arkansas political and business 
dealings and that the First Family has something to hide. That may turn out not 
to be true the president says not — but his staff haven't helped him with 
his case at all. 

They are giving the grand jury much to sort out. We especially have in mind 
the September get-together between Mr. Nussbaum and Treasury General counsel 
Jean Hanson. In that meeting, Ms. Hanson reportedly disclosed that the 
Resolution Trust Corp. was poised to ask the Justice Department to conduct a 
criminal probe into Madison, and that the Clintons were named as possible 
beneficiaries of the SSL's illegal activities. The grand jury will undoubtedly 
want to know whether Mr. Nussbaum or any other White House staff members with 
knowledge of the coming RTC action shared that information with the Clintons. 

(If so, Mr. Clinton's criticism of the Treasury-White House meetings will ring a 
little hollow.) But in either case, with questions like this staring at the 
president, and with Republicans accusing the administration of trying to 
manipulate an independent regulatory agency, it's hard to imagine a worse way 
for staff to protect the boss's interests. 

That explains the anger many of the more seasoned figures in the 
administration have for Mr. Nussbaum. Though the president accepted Mr. 

Nussbaum' s resignation "with deep regret," many of Mr. Nussbaum' s senior 
associates apparently aren't shedding many tears. They see him as having allowed 
the White House to slip and slide into improprieties that a child of 4 could 


LEXIS* 




Sm LEXIS’- NEXIS’® LEXIS’* NEXIS’® 


Sendees of Mead Date Central, Inc. 


14939 



2517 


The Wuhingtoa Post. March 6, 1994 


Page 13 


have figured out. Hr. Mueebeum said he was taking his leave because of the 
"controversy generated by those who do not understand, or wish to understand, 
the role and obligations of a lawyer." We offer another possibility. Mr. 
Nussbaum not only failed to keep his principal client out of trouble; he also 
generated much of the controversy and troubles himself. Going back to 
Travelgate, when Mr. Nussbaum saw nothing wrong in having the FBI announce there 
was evidence of criminal wrongdoing --in violation of bureau policy --to his 
mishandling of key nominations and the aftermath of Vincent Foster's suicide, to 
the current White House -Treasury encounters, this has been the case. Whatever he 
thinks of himself as a lawyer, Mr. Nussbaum was truly miscast as White House 
counsel . 
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Two Sundays ago, I concluded here that The Post has done more on the 
Whitewater story than I was giving the paper credit for doing. But in the 
middle, I grumbled that The Post had been beaten on, and then buried, two 
important stories. 

Think of this as the sequel. ' 

The journalists on this story have explanations that reveal, I confess, the 
cautious thinking I usually preach. It strikes me as both fair and enlightening 
for readers to hear their perspectives. 

(The two stories I was so fond of were a Washington Times report on 
allegations that the Rose Law tfirm shredded Whitewater documents and a New York 
Post report that three Fairfax County paramedics said the scene didn't convince 
them Vince Foster committed suicide.) 

Marilyn Thompson, deputy national editor directing the Whitewater team, makes 
the best argument when she challenges "the assumption that the newspaper has to 
follow a story unearthed by a competitor even when our own reporting cannot 
substantiate it." 

Post reporter Susan Schmidt was in Little Rock when the shredding story 
broke. "We expende d considerable energy trying to check into that, and we're not 
convinced it actually happened, " Ms. Schmidt says. 

Ms. Thompson thinks "everyone should have been on" the paramedics' story 
after Mr. Foster's death. But after the New York Post report, she said, "they 
had b e e n silenced.” 

On the Post's coverage of Mr. Foster's death, she added, "We have felt we had 
to exercise a standard of care. ... I still think it's a leap to say his death 
was related to Madison; there are some interesting facts, but the picture is not 

complete. ■ 

Independent reporting also is the philosophy of Leonard Donnie Jr. , The 
Post's executive editor: "Everybody is reporting this story now; stories will 
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appear which «ra entirely untrue, or partially untrue. We have to satisfy 
ourselves that the story meets our standards. We will be silent until we know 
what the score is. It looks petulant to say, 'There's nothing to the story in 
the other paper this morning. 1 " 

Mr. Downie means standards for what is reported and for where it runs in the 
paper. "We have a long-standing relationship with our readers that we use the 
front page to tell them what we think is inqportant. It's different for papers 
that want to send a message," and for papers whose readers do not expect serious 
reporting on so many subjects, he says. 

Ms. Thompson points out that "in a major investigation, there is a curve. You 
start with the initial breaking story, " publish several stories quickly 
thereafter, and "when the national media get on it, there is intense competitive 
pressure , with everybody on board and new details all the time. The reporting 
strategy has to change. 

"We are in the highly competitive phase; there are some stories we are going 
to pass on, some stories we break, some stories we never get to.” 

The Whitewater team, she says, has pursued "reporting in the Post tradition, 
through meticulous record searches. Where possible, we rely on documents rather 
than unnamed sources . " 


Reporter Howard Schneider reiterates that the team has "decided not to slice 
off individual facts without the context." Adds reporter Charles Babcock, "We 
are always asking. 'Is it too incremental [to deserve a separate story]?' " 

Whitewater had disappeared from the news until Oct. 31 when Ms. Schmidt 
reported the Resolution Trust Cprp . ' s probe of Madison Guaranty SSL and its 
criminal referral to the Justice Department. The Post followed in the next weeks 
with major investigative reports and has produced 30 -plus enterprise stories 
since . 

Says Mr. Schneider, "Whitewater became a story in great part because we were 
reporting it. We had the fundamental facts in the paper way ahead of anyone 
else. By the time others caught up, they caught up en masse. We thought there 
was no need to regurgitate what we had already reported. We were 'behind' by 
virtue of being ahead." 

We won't know for some time which newspaper has the most reliable sources and 
judgment on this story. But the principle I missed the first time around is that 
no newspaper that wants to deserve the public trust should lead its readers to 
believe a oam thing its own reporting doesn't support. 
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Special counsel Robert B. Fiske Jr. - angry over back-room meetings 
between federal regulators and senior administration aides - has served notice 
on the White House that his Whitewater-Madison investigation will not be 
compr o mised, law enforcement authorities said yesterday. 

Mr. Fiske stunned the White House Friday with subpoenas of nine top 
administration officials seeking information and documents about meetings they 
had over ongoing inquiries into alleged financial irregularities involving a 
failed Arkansas savings and loan with ties to both President Clinton and Hillary 
Rodham Clinton. 

The subpoenas, delivered by FBI agents, are part of what authorities said is 
a continuing effort by Mr. Fiske to aggressively take charge of the 
Whitewater-Madison investigation, to eliminate outside interference and to 
assure the public that the job is being done. That is the mandate given him by 
Attorney General Janet Reno. 

"it's apparent Mr. Fiske wanted to get the White House's attention in this 
matter, and to tell the public his inquiry is real, it is under way and it is 
completely independent, • said one law enforcement official fasdliar with the 
Whitewater-Madison probe. "I think he's done that." 

The subpoenas also underscored what authorities described as the seriousness 
of the Whitewater-Madison investigation, regarded until now by the White Bouse 
as a bothersome diversion. 

The White House's sharpest congressional critic in the Whitewater-Madison 
case. Rep. Jim Leach, Iowa Republican, said yesterday the subpoenas shift the 
focus of the Fiske investigation "from possible illegal acts committed by a 
president prior to taking office to possible illegal actions by a president in 
office. Obstruction of justice is now clearly the issue.” 

Mr. Leach is expected during House Banking Committee hearings later this 
month to zero in on the White House's dealings with independent regulatory 
agenices now looking into the Clintons' involvement with the failed Madison 
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Guaranty Saving* and Loan Association and its owner, James B. McDougal. 

All nine administration officials - including White House Counsel Bernard w. 

Nussbaum, who resigned yesterday over his handling of the Whitewater -Madison 
affair - are scheduled to appear Thursday before a federal grand jury in 
Washington. 

The others subpoenaed are: Mark Gearan, White House coomuni cat ions director ; 

Bruce Lindsey, senior adviser; Harold Ickes, deputy chief of staff; Lisa Caputo, 
press secretary to Mrs. Clinton; Margaret A. Williams, Mrs. Clinton's chief 
of staff; Roger C. Altman, deputy Treasury secretary; Jean Hanson, Treasury's 
general counsel; and Joshua Steiner, Treasury's chief of staff. 

They either gave or attended briefings concerning the status of the 
investigations by the Resolution Trust Corp. - of which Mr. Altman is acting 
head - into possible criminal wrongdoing in the failure of Madison, owned by Mr. 

McDougal, a longtime Clinton business partner. 

"With this investigation being as public as it is, and with what has already 
been done, everyone is on notice not to dispose of anything," Mr. Piske said 
yesterday of his subpoenas. 

Mr. Piske said the nine officials would appear before a grand jury in 
Washington, although their testimony could be used by a special grand jury being 
empaneled in Little Rock to hear the Whitewater-Madison case. 

"The witnesses called so far have gone before one of the grand juries 
already sitting there [in Washington]," he said. "This is being handled by the 
people in the Washington office because it happened there." 

The White House subpoenas also require staff officials to produce documents 
concerning any conversations between administration aides, the Treasury 
Department and the RTC in the Whitewater-Madison affair. 

Mr. Piske, a former U.S. attorney in New York whose dogged determination 
impressed both the Republican and Democratic administrations for whom he worked, 
has not been timid in the Whitewater-Madison inquiry, which he took over as 
special counsel on Jan. 20. 

He immediately hired a staff many federal authorities consider "top notch." 

It includes six former federal and state prosecutors, assisted by a task force 
of 25 FBI agents and financial analysts. The probe is being conducted out of 
offices in Little Rock and Washington, and at least two more lawyers are 
expected to be named in the next few weeks. 

Key among the appointments ere: 

* Roderick C. Lankier, former assistant district attorney in New York who 
will head the inquiry into the July 20 death of White House deputy counsel 
Vincent W. Foster Jr. 

* Russell "Rusty" Hardin Jr., a former assistant district attorney in 
Houston who will be the lead prosecutor in the pending March 2S trial of a 
former municipal judge who has accused Mr. Clinton of pressuring him for a 
fraudulent Small Business Administration-guaranteed government loan. 
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Concerned about the slow pace of a sitting federal grand jury in Little 
Rock, Mr. Fiske sought - and won - appointment of a special grand jury to hear 
the Whitewater ^Madison case. Re told U.S. District Judge Stephen M. Reasoner 
the new jury was necessary "because of the importance of this investigation and 
the importance of doing it as quickly and as thoroughly as possible." 

Mr. Fiske also took over the prosecution of former Little Rock Municipal 
Court Judge David L. Hale, president of Capital •Management Services Inc., who 
accused Mr. Clinton and Mr. McDougal of fraud in a $300,000 S BA- backed loan to 
Mr. McDougal* s then wife, Susan. Mr. Hale had been indicted in September on 
unrelated SBA fraud charges. 

The special counsel orchestrated a new investigation into the Hale matter, 
interviewing witnesses and obtaining documents the U.S. Attorney's Office in 
Little Rock had missed. On Feb. 17, he filed a superseding indictment in the 
case, adding new charges. 

In the Hale case, Mr. Fiske personally argued against a continuance motion 
sought by Mr. Hale's attorney, although he will not handle the prosecution. He 
refused to place any importance on his appearance in the case, but said during a 
break in hearings last week, "I guess you noticed I was here for the entire 
hearing . " 


Mr. Fiske 's office has issued dozens of subpoenas in the investigation and 
has interviewed several potential witnesses. 

One subpoena went to Little Rock's Rose Law Firm, where Mrs. Clinton was a 
senior partner. It came Feb. 10, the day after The Washington Times reported 
that documents related to the Clintons’ involvement in Whitewater Development 
Corp. , a failed northern Arkansas real estate venture, had been shredded. 

Within a day, FBI agents were sent by Mr. Fiske to interview Rose 
employees, and within a week, at least one of them had been subpoenaed to 
testify before the grand jury. 

Another subpoena went almost immediately to the Arkansas Bank Department, 
seeking records, regulatory examinations and other documents relating to 
$283,000 in personal loans to Mr. and Mrs. Clinton from four rural Arkansas 
banks. The loans were used by the Clintons to purchase the Whitewater property, 
to finance Mr. Clinton's 1984 gubernatorial race, to build a model home on a 
Whitewater plot owned by Mrs. Clinton, and to help pay the balance on a 
personal loan by Mrs. Clinton. 

Part of the Fiske probe involves a new look into the Foster death, an 
inquiry being headed in Washington by Mr. Lankier. He spent eight of his 13 
years as an assistant district attorney as the lead homicide prosecutor under 
Hew York District Attorney Frank Hogan. 

under Mr. Fiske 's direction, Mr. Lankier and FBI agents interviewed a 
Fairfax County paramedic last week who responded to Fort Mercy Park last July 
and saw Mr. Foster's body. Other interviews, including one involving another 
paramedic at the scene, ere pending. 


Paramedic George Gonzales has said there were many inconsistencies at the 
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scene. Including e lack of blood one would have expected in a gunshot suicide. 
Mr. Poster ties found laying on a gentle incline, gun in hand, with only a thin 
trickle of blood from his mouth, according to U.S. Park Police reports reviewed 
by The Times. 

Mr. Piske yesterday confirmed that witnesses in the Foster case had been 
interviewed, "i don't think we have any trouble confirming that we have begun 
interviewing witnesses," he said. "I wouldn't say specifically which witnesses 
we have interviewed, but the process has begun." 

The special counsel also has said he will hire "forensic experts and 
pathologists” to make an independent analysis of evidence that led Park Police 
to call Poster's death a suicide. 

Park Police files show investigators felt Mr. Nussbaum repeatedly stopped 
officers from making a thorough search of Mr. Poster's Mhite House office. 

Mr. Nussbaum even claimed a newspaper article that had already been 
published was privileged information, an officer wrote in a report describing 
the scene after law enforcement agents arrived at Mr. Poster's office July 22. 

"At no time during the one hour and thirty five minutes we were in Poster's 
office were we allowed to handle any document," an officer wrote in the file. 

* Michael Hedges contributed to this report. 

GRAPHIC: Photo, Rose Law Firm clerk Jeremy Hedges has spoken to a federal 
grand jury about documents that reportedly were shredded.. By AP 
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The expanding inquiry into President Clinton's Whitewater -Madison scandal 
yesterday claimed its first victim when White House Counsel Bernard W. Nussbaum 
quit just 17 hours after he and eight other administration officials were 
subpoenaed by a federal grand jury looking into the affair. 

Mr. Nussbaum* s resignation, effective April 5, came after administration 
officials for two days had pressured the former Wall Street lawyer to quit in 
the aftermath of his secret meetings with Treasury Department officials 
regarding the federal investigation of a failed Arkansas thrift linked to Mr. 
Clinton. 


Mr. Nussbaum was defiant to the end, and it was not certain until his 
private Oval Office meeting with Mr. Clinton after the president's 10 a.m. 
radio address yesterday that the embattled presidential lawyer would quit. 

"It wasn't a fait accompli until the letters [of resignation and acceptance] 
were exchanged," said a senior administration official. But "it was inevitable 
for a thousand reasons." 

Mr. Clinton accepted the resignation "with deep regret" but appeared 
upbeat. He was even clapping his hands as he boarded the Marine One helicopter 
for a previously unplanned weekend family visit to the Camp David presidential 
retreat . 

Yet the impact of Mr. Nussbaum 's resignation echoed throughout the hushed 
halls of the White Bouse and prompted the president to cancel a golf trip that 
had been scheduled for yesterday. 

Mr. Nussbaum' s letter to Mr. Clinton was three paragraphs long. 

In it, he told Mr. Clinton that "it has been a great honor and privilege to 
serve you as counsel to the president." 

He listed his accomplishments during his 14 -month tenure, saying he was 
"proud of the many contributions my office has made to the wide array of policy 
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initatives of your administration. " 

But he also bitterly defended his role in the Whitewater-Madison scandal and 
argued that he had never breached ethics rules. -At all times I have conducted 
the office of the White House counsel and performed the duties of counsel to the 
president in an absolutely legal and ethical manner," Mr. Nussbaum wrote. 

-unfortunately, as a result of the controversy generated by those who do not 
understand, nor wish to understand the role and obligations of a lawyer, even 
one acting as White House counsel, I now believe Z can best serve you by 
returning to private life," he wrote. 

The White House has started a search for a replacement, but Mr. Clinton 
apparently has not yet decided if he will hire from within the White House or 
look elsewhere. 

An administration official said Mr. Nussbaum felt he hadn't done anything 
wrong in meeting three times with officials of the Treasury Department and the 
Resolution Trust Corp. (RTC) on the RTC's investigation of Madison Guaranty 
Savings and Loan Association. 

Madison - which was owned by James B. McDougal, a former business partner 
of the Clintons - was shut down by federal authorities in 1989 at a cost of $50 
million. 

Special Counsel Robert B. Fiske Jr. is investing Madison's failure and if 
investors in the Whitewater Development Corp. - a land deal co- owned by Mr. 

McDougal, his wife Susan and the Clintons - benefited from questionable Madison 
transactions . 

Friday night, Mr. Fiske had the FBI serve Mr. Nussbaum and five other 
senior White House officials with subpoenas ordering them to testify before a 
federal grand jury on Thursday and produce all documentation related to their 
meetings with Treasury and RTC officials. 

Other White House aides subpoenaed: senior presidential adviser Bruce 
Lindsey; Communications Director Mark Gearan; Deputy Chief of Staff Harold 
Ickes; Lisa Caput o. first lady Hillary Rodham Clinton's press secretary; and 
Margaret A. Williams, Mrs. Clinton's chief of staff. 

Deputy Treasury Secretary Roger C. Altman, acting RTC head; Jean Hanson, 

Treasury general counsel; and Joshua Steiner, Treasury chief of staff, also 
received subpoenas. 

The subpoenas seek information and all documents on three meetings - one in 
September, anothe r in October and one last month - among the White House and 
Treasury officials in which the RTC's Madison investigation was discussed. 

The subpoenas brought Mr. Flake's investigation into the White House for 
the first tins. 

A White House official speaking on the condition of anonymity said the 
inquiry so far had only delved into actions by Mr. Clinton while he was 
governor of Arkansas. But with the issuance of the subpoenas, the official 
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•aid, "this has implications for us.” 

The official said no other resignations are expected and rebuffed GOP calls 
for Mr. Altman to be fired. \ 

And the White House has announced that the subpoenaed officials must seek 
their own legal representation. 

At the White House, garbage began to build up because of an order not to 
empty garbage, shred or burn documents until they can be reviewed. One staffer 
had a special yellow folder tagged "RTC Meeting.” 

The white House has said information revealed at the meetings - such as the 
Clintons* link to the probe - was never discussed with the president or first 
lady. 

However, Republican critics charge the Clintons were tipped off in the 
meetings and may have taken measures to cover up their involvement in 
Whitewater -Madison . 

White House officials have said the meetings were held simply to discuss how 
to answer press questions about Whitewater-Madison. Initially, white House 
spokeswoman Dee Dee Myers said nothing improper occurred in the meetings, but 
Mr. Clinton later said they should not have happened. 

Treasury Secretary Lloyd Bentsen also ordered an ethics investigation into 
the meeting. 

Mr. Clinton ordered Chief of Staff Thomas P. "Mack" McLarty to issue new 
rules barring contact between White House officials and Whitewater-Madison 
investigators. The existing rules were written by Mr. Nussbaum. 

Mr. Nussbaum has long been under fire because of his involvement in nearly 
all the Clinton White House's domestic blunders. 

But his involvement in the Whitewater-Madison probe and his apparent 
stonewalling of a U.S. Park Police investigation in the death of his former 
deputy, Vincent w. Poster Jr., sparked new calls for his resignation. 

"Mr. Nussbaum has reigned over soma of the darkest days of this 
administration. Hopefully, President Clinton can now move on to address the 
concerns of the Aamrican people,” said Rep. William F. Cliager, Pennsylvania 
Republican. 

He was called "Dr. No" on Capitol Hill for stonewalling OOP efforts to 
investigate White Bouse affairs. 

Mr. Clinton's aides said they hope the resignation and expanding 
Whitewater-Madison investigation would not interfere with White House affairs. 

Mr. Clinton sounded a positive note in the Nussbaum affair, saying in his 
letter accepting Mr. Nussbaum's resignation: "You gave this administration one 
of its livelist spirits and keenest minds, along with your special reverence for 
duty and friendship. For these contributions I will be forever grateful; for 
your accomplishments, I hope you will be forever proud.” 
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****BOX 


CONTROVERSIAL COUNSEL 

White House Counsel Bernard Nuasbaum, who resigned yesterday, was 
responsible Cor a series of ethical and political missteps that embarrassed 
President Clinton. 

WHITEWATER -MADISON : 

Attended several Treasury Department briefings for White House aides on the 
status of a probe into a failed savings and loan institution with Clinton ties. 

CONSEQUENCE: Those involved have been subpoenaed to testify before a grand 
jury. 

TRAVELGATE: 

The White House asked the FBI to institute a criminal probe of fired travel 
office workers. Nuasbaum attended a White House -FBI meeting to draft the press 
release . 

CONSEQUENCE: It appeared that the White House was using the FBI for its own 
political purposes. Five of the seven workers were cleared; two cases remain 
open. 


SECRET HEALTH CARE MEETINGS: 

Fought a legal battle through the Justice Department to keep health care 
task force meetings secret. 

CONSEQUENCE: The White House has lost several rounds in court, but is 
appealing. 

JUSTICE DEPARTMENT NOMINATIONS: 

Failed to closely question a leading candidate for attorney general. Judge 
Kimba Wood, about her domestic help, or to warn the president that civil rights 
nominee Lani Quinier 1 s writings were controversial. 

CONSEQUENCE: President Clinton was embarrassed when it became known that 
Judge Wood had hired an illegal immigrant as a nanny. The Quinier nomination 
was withdrawn in the face of strong Senate opposition. 

INQUIRY INTO THE DEATH OF VINCE W. FOSTER JR. : 

Refused to let Park Police independently question White House aides, and 
allowed the removal of key documents from the deputy counsel's office. 

CONSEQ U ENC E : The Foster case, which the Park Police declared a suicide, has 
been reopened by the Whitewater-Madison special counsel. 

GRAPHIC: Photos (A, color). A) Bernard W. Nuasbaum arrives h om e after submit 
his resignation. ; BSC) Copies of the Bernard Nuasbaum letter of resignation 
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(top) and President Clinton's letter accepting the resignation.. A) By AP; B & 
C) NO CREDIT ; Box. COMTROVERSAL COUNSEL, By The Washington Times 
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The clumsy response and tin ears of all the president's men to the growing 
Whitewater scandal led to the resignation Saturday of Bernard Nussbaum, the top 
White House lawyer, and resulted in subpoenas for Nussbaum and other 
administration officials. 

What began as an examination of financial dealings in Arkansas during the 
1980s that only peripherally touched President Clinton and Hillary Rodham 
Clinton has now exploded into a full-scale investigation reaching deep into the 
White House. 

A close friend of the first family, Nussbaum, 57, angered the president for 
failing to consider the political ramifications of his aggressive advocacy, 
learned in his years as a hard-driving New York lawyer. 

As the White House counsel, Nussbaum was supposed to be the ethics gatekeeper 
for a president who came to office promising high standards. 

Rather than help Clinton, however, a series of meetings that Nussbaum 
participated in with officials responsible for one part of the Whitewater 
inquiry have served to aggravate Clinton's political problems. 

The subpoenas were prompted by three meetings Nussbaum and other White House 
representatives had with Treasury Department aides, most recently in early 
February, to learn the status of the Resolution Trust Corp.'s investigation into 
the failure of Madison Guaranty Savings and Loan. 

The meetings created political peril for the White House because they 
"happened with Clinton as president,” unlike the financial dealings that 
occurred while Clinton was governor, said Rich Noyes, a media analyst at the 
Center for Madia and Public Affairs. "It didn't happen in Arkansas." 

Rather than gaining an understanding of the investigation- their stated 
purpose -the White House meetings about the scandal have opened the 
administration to charges it sought to influence the investigation or receive 
special treatment. 
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Nows stories about the meetings are much more easily understood by a public 
that has been otherwise confused or turned off by the complexities of the 
Madison SfcL's failure and its relationship to the Clintons' investment in the 
Whitewater Development Co. 

The meetings and other White House efforts to stem the negative stories not 
only have failed, but seem to have worsened the situation and are beginning to 
have an impact on the president's agenda. Some Clinton advisers suggest it may 
be too late to stanch the damage, and the president will have to hope the issue 
doesn't connect with Americans. 

"We seem to trip all over ourselves," said one senior administration official 
who wanted no part of the White House attempt at damage control. "The drip, 
drip, drip of stories, it makes you think there's something there, I agree. I'm 
concerned about repeated headlines." 

Thomas Mann, director of governmental studies at the Brookings Institution, 
complained about reporters' "garbage patrol" in Little Rock for new facts about 
Whitewater, but said the White House underestimated the continuing interest of 
the media and of Clinton's political opponents after he agreed to the 
appointment of an independent counsel. 

"It looks like a good story. It looks like things have happened which 
shouldn't have happened and there are coverups and intrigue, and the 
administration has inadvertently fueled the story," Mann said. 

The attention the story is getting "can itself create political problems, 
obstacles toward governing that have to be dealt with,” Mann said, "and I hope 
the administration figures out a way to stop the thousand cuts . " 

One Banda id might be Nussbaum 's departure. The lawyer first met Hillary 
Clinton whan they both served on the legal staff in the House impeachment 
inquiry into President Richard Nixon. 

Nussbaum has been at the center of some of the president's biggest political 
problems including the firing of the White House travel office and tha troubled 
Justice Department candidacies of Zoe Baird, Kimba Wood and Lani Quinier. He 
also removed the Whitewater files from the office of Deputy Counsel Vincent 
Poster after his suicide in July. 

The Clintons appreciated his aggressiveness and stuck by him during a 
tumultuous first year in office in the face of what they believed often were 
unfair, politically motivated attacks . But the latest revelations about the 
meetings with Treasury officials eroded that confidence, and Clinton pointedly 
passed up opportunities on Friday to defend NUssbaum when questioned by 
reporters . 

The two hashed out the timing of his departure in the Oval Office Friday 
night, when FBI agents also delivered subpoenas to the White House that had been 
issued by special counsel Robert Fiske. 

The various questionable meetings included some of the president's top aides, 
who were ordered to appear before a federal grand jury here next Tuesday. A 
subpoena issued to the White Bouse also ordered then to bring all records 
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regarding Whitewater to the grand jury. 

Those subpoenaed were Nussbaum, Deputy Treasury Secretary Roger Altman, who 
is acting RTC chief; communications director Mark Gear an; senior adviser Bruce 
Lindsey; deputy chief of staff Harold Ickes; Mrs. Clinton's chief of staff 
Margaret Williams; Jean Hanson, Treasury's general counsel; Joshua Steiner, 
chief of staff at Treasury; and Jack DeVore, the former Treasury department 
spokesman. Lisa Caputo, the first lady's news secretary, who did not participate 
in the meeting was also subpoenaed. 

Nussbaum' s letter of resignation said he performed "in an absolutely legal 
and ethical manner" and that people did not understand his role as a lawyer. 
Clinton wrote in reply that "serving is hard" today in Washington. The president 
did not speak to reporters when he departed later for Camp David. 

Last week, a concerned Clinton said he didn't believe the meetings were wrong 
but said they shouldn't have occurred. He took Whitewater responsibilities away 
from Nussbaum and ordered Chief of Staff Thomas McLarty to issue ethics rules 
prohibiting unauthorized contacts between the White House and the investigative 
agencies . 

Treasury Secretary Lloyd Bentsen independently asked for an Office of 
Government Ethics investigation into the contacts. 

The disclosure of the meetings was merely the latest problem created by the 
White House in its effort to contain the damage. 

White House senior adviser George Stephanopoulos came back from vacation in 
early January and announced that all Whitewater records had been turned over 
voluntarily to the Justice Department. It turned out they hadn't been 
transferred yet, and that the surrender would come as the result of a subpoena 
requested by Nussbaum. 

Some mistakes may have come right from the official residence. Backed by 
Nussbaum, the first couple opposed making the records public and resisted advice 
that came from allies as high as Vice President A1 Gore to agree to the 
appointment of an independent counsel. 

Once Clinton relented, the story seemed to be "dying off," Noyes said, but 
then the White House "brought it right back into public view.” 

GRAPHIC: PHOTO; PHOTO: Bernard Nussbaum is among 10 people subpoenaed to 
appear before a federal grand jury. 
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White House Counsel Bernard Nussbaum resigned Saturday, a casualty of 
turmoil over the Clinton administration's handling of questions related to the 
Whitewater land deal. 

"I now believe I can best serve you by returning to private life," Nussbaum 
said in a letter to President Clinton that reflected a mix of pride and 
bitterness. The 57-year-old New Yorker said his resignation is effective April 
5. 


Clinton, indirectly acknowledging the swirling controversy over Whitewater, 
wrote back: "We have worked together in Washington at a tins when serving is 
hard.” 

Clinton said he accepted the resignation with "deep regret" and praised 
Nussbaum' s efforts, but the president in recent days had made no effort to 
defend his counsel against mow ting criticism. 

An administration official who spoke on condition of anonymity said the White 
House hoped to move quickly to name a successor, adding that there had already 
been "informal conversations" about a repla cemen t . 

There ties little indication Nussbaum' s departure would put an end to 
persistent questions • and harsh criticism from Republicans - over how the White 
House has responded to the investigation of a failed Arkansas savings and loan 
with ties to the Clintons. 


Special Counsel Robert Piske is probing the failure of Madison Guaranty 
Savings and Loan Association and whether investors in the Whitewater land 
venture in Arkansas - including the Clintons - benefited from questionable 
Madison transactions during the ISSOs. 

Late Friday, Nussbaum and five other top White House officials were 
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subpoenaed at Fisks' s request regarding White House contacts with Treasury 
Department officials about the status of the investigation. Earlier in the week, 
it had been revealed that Nussbaum and other White House staff members met with 
Treasury officials last fall to discuss the inquiry. 

Clinton, sensitive to criticism that the White House was meddling in an 
independent investigation, has said the meetings should not have occurred and 
made it clear he was unhappy with Nussbaum' s handling of the affair. However, he 
said there had been no outright wrongdoing in the conduct of the meetings. 

Nussbaum also was criticized for removing documents related to Whitewater 
from the office of deputy White House counsel Vince Foster after the attorney 
apparently committed suicide last summer. Those documents were subsequently 
turned over the Justice Department. 

Displaying an attitude of defiance, Nussbaum wrote in his letter that the 
controversy had been "generated by those who do not understand, nor wish to 
understand, the role and obligations of a lawyer, even one acting as White House 
counsel . " 

He wrote that he was proud of his role in the selections of Attorney General 
Janet Reno, Supreme Court Justice Ruth Bader Ginsburg and FBI Director Louis 
Freeh, and in helping to select more than 60 men and women for the federal 
bench. 

The letters were released just before Clinton left the White House without 
comment for a rare family retreat to the presidential compound at Camp David in 
Maryland's Catoctin Mountains. 

Nussbaum, a scrappy former Wall Street litigator, had been associated with a 
series of White House missteps, including the doomed nomination of Lani Guinier 
for a top Justice Department job, the firing of the White House travel office 
staff, and the handling of sensitive papers after the apparent suicide of Deputy 
Counsel Vince Foster. 

Aides said he had successfully weathered past criticism of his conduct in 
part because of his longtime ties to the Clintons, friends of more than two 

decades . 

There was a touch of irony in the demise of Nussbaum. 

As White House counsel, he should have been protecting Clinton and his staff 
from potential legal pitfalls. Instead, his role in the White House's handling 
of questions about Whitewater turned out to be part of the problem. 

Aides said that as questions about Whitewater mounted, Nussbaum, known for 
his brusque, confrontational style, found few defenders among top White House 
staff. 

The resignation was welcomed by Rep. William Clinger, R-Pa. , who had clashed 
with Nussbaum over various documents in his role as senior Republican on the 
House Government Operations Committee. Clinger urged Fiske to seek to secure 
documents in Nussbaum 1 s office that "may be vital evidence in the special 
counsel's investigation." 
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Marlin Pitzwater, Who served as press secretary during the Bush 
administration, cautioned that the Nussbaum's departure would not put an end to 
the questions abut Whitewater. 

"I don't think that'll have that much impact," Pitzwater told CNN. "It's not 
nearly as significant as the issue of these subpoenas." 
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Special prosecutor Robert Fiske struck quickly to address even the slightest 
suggestions of tampering in the Whitewater investigation, sending a message that 
reverberated from Arkansas to the White House. 

Fiske made his mark in the midst of a tumultuous week in which scrutiny 
shifted beyond the Clintons' past business dealings in Arkansas to include the 
behavior of key figures since the Whitewater investigation began. 

Making things worse was the White House's embarrassing admission that senior 
aides to President Clinton received three private briefings from Treasury 
Department officials on the status of an investigation into a failed Arkansas 
savings and loan tied to the Clintons and their Whitewater land venture. 

Fallout was inevitable. First came a memo ordering aides to avoid contacts 
with investigators, and then the resignation Saturday of embattled White House 
chief counsel Bernard Nussbaum, who was involved in the briefings. 

The disclosures also gave Republicans, who struggled early to find a theme 
for their partisan attacks, a direct target. By week’s end, Capitol Hill was 
abuzz with stinging questions about whether the White House sought to cover up 
or influence the investigation. 

Two of the private briefings came last fall when the White House reportedly 
was told the Clintons had been named as possible beneficiaries of questionable 
transactions but were accused of no wrongdoing. The third came just last month. 

The revelations drew the White Bouse directly back into the fray just a few 
short weeks after it sought to distance itself by naming Fiske to conduct an 
independent investigation. 

The White House, expressing regret, said the meetings were only to address 
press inquiries about the case. 
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A Whit* House official, speaking on grounds of anonymity Saturday, said of 
the president: "I think we've already said how he found out about the meetings, 
which was in the process of the news accounts." 

Neel La t time re, a spokesman for Mrs. Clinton, said she "knew nothing about 
the meetings," even though her chief of staff attended on* of them. 

Rep. Jim Leach, R-Iowa, issued a statement Saturday maintaining that Fiske's 
decision to subpoena a half-dozen of Clinton's senior White House aides has 
moved the investigation "from possible illegal acts committed by a president 
prior to taking office to possible illegal actions by a president in office. 

Obstruction of justice is now clearly the issue." 

Leach, ranking Republican on the House Banking Committee, early last month 
released documents obtained by committee staff showing that a company tied to 
Madison Guaranty Savings and Loan Association, covered a $ 7,322.42 payment on 
a 1985 loan to then -Gov. Clinton. 

Sen. Al D' Amato, R-N.Y., said Saturday "it's just not conceivable that all 
the people who worked for them at these high levels . . . did not tell the 
president or the first" what they learned from th meetings. 

"It's just not credible,” said D* Amato, adding that Clinton eventually will 
have to more fully address the "what did he know and when did he know it” 
question about the White House meetings. 

While Republican rancor grew, Fiske wasted no time in responding on several 
fronts to suggestions of interference in the probe. 

Just days after a newspaper reported that a courier at the Rose Law Firm, 
where Mrs. Clinton and other top administration officials once worked, had 
shredded documents that may have been related to Whitewater, Fiske brought the 
courier before a grand jury in Little Rock, Ark., to be questioned. 

The courier, a young college student, reportedly testified he shredded 
documents from a box that included the initials of late deputy White House 
-counsel Vincent Foster but that he did not see any mention of Whitewater. 

In court filings in Mew York, meanwhile, Fiske revealed that he had decided 
to hire pathologists to directly re-examine the conclusion that Foster, who was 
found dead in a park last sumswr, had committed suicide. 

Foster, a former law partner of Mrs. Clinton, was working on Whitewater 
matters at th* time of his death. Suspicions were first raised when the White 
House reportedly sifted through his papers and held onto to a suicide letter for 
a period of time before turning them over to investigators . 

More recently, a paramedic who arrived first at the scene of Foster's death 
has publicly questioned the suicide conclusion. 

And in a Friday night surprise, Fiske served subpoena* on the White House, 
compelling six top Clinton aides, including Mussbaum, to testify before a grand 
jury and ordering the White House to preserve all documents and records related 
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to Whitewater . Three Treasury officials were also subpoenaed. 

Fiske is seeking testimony on the details of the private White House 
briefings as well as any paper or computer files relating to the failed 
Madison Guaranty Savings and Loan and the Whitewater real estate venture in 
the Ozarks. 

Among the questions Fiske is seeking to answer is whether any funds from the 
SfcL were illegally diverted to benefit prominent Arkansans in the mid-1980s, 
including then Gov. Clinton. The Clintons repeatedly have denied any wrongdoing. 

Fiske 's case moved ahead on other fronts last week as well. 

A federal conspiracy trial begins March 28 in Little Rock, Ark., for a former 
municipal judge, David Hale, who says Clinton pressured him into making a $ 
300,000 taxpayer -backed loan to the wife of Madison's owner, Clinton business 
partner James McDougal. 

Some of the money from the 1986 loan was funneled to Whitewater, but Clinton 
has said he knows nothing about that. The loan hasn't been paid back. 

At a pretrial hearing in the Hale case, a lawyer said there will be evidence 
at the trial that money was funneled to "highly important political figures" in 
the 1980s, when Clinton was governor. The lawyer did not elaborate. 
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White House Counsel Bernard Nussbaum submitted his resignation today, bowing 
to criticism of his handling of questions related to the Whitewater land deal. 

His resignation is effective April 5. 

"I believe I can best serve you by returning to private life," Nussbaum said 
in a letter to the president. He insisted he had conducted himself "in an 
absolutely legal and ethical manner." 

Nussbaum, 57, said he had made his decision "as a result of controversy 
generated by those who do not understand, nor wish to understand the role and 
obligations of a lawyer, even one acting as White House counsel." 

Clinton, in a letter of reply that took indirect note of the controversy 
surrounding Nussbaum, said he accepted the resignation "with deep regret . " 

"It has been said that the best a man can give is his living spirit to a 
service that is not easy,” Clinton wrote. "And we have worked together in 
Washington at a time when serving is hard. ” 

Nussbaum said his resignation would take effect April 5 "to assist you in 
arranging for an orderly transition in the counsel's office." 

His announcement capped a week in which it had been revealed that Nussbaum 
was among White House aides who met privately last fall with Treasury officials 
to discuss the federal inquiry into a failed Arkansas savings and loan with ties 
to the president and first lady Hillary Rodham Clinton. 

Clinton said the meetings never should have occurred and was said to be 
particularly upset with Nussbaum. He passed up repeated opportunities to come to 
the defense of his counsel in public. 

The exchange of letters was released at midday today, a day after Nussbaum 
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told Clinton in a private Oval Office meeting that he would resign. 

A special counsel is probing the failure of Madison Guaranty Savings and 
Loan Association and whether investors in the Whitewater land venture in 
Arkansas - including the Clintons - benefited from questionable Madison 
transactions during the 1980s. \ 

Whitewater is only the latest in a series of White Hou sV controversies 
associated to one extent or another with Nussbaum. \ 

He also was involved in the fits-and-starts search for an attorney general 
after Zoe Baird withdrew, the doomed nomination of Lani Guinier to a top Justice 
Department job, the abrupt firing - later reversed - of the White House travel 
office staff, and the handling of sensitive papers after the suicide of Deputy 
Counsel Vincent F. Foster Jr. 

Republicans have been especially harsh in their judgments of Nussbaum. 

"I don't think he's serving the president very well,” said Senate Minority 
Leader Bob Dole, R-Kan. . 

"I think what we see here is a total pattern of deceit, of obfuscation," said 
Sen. Alfonse D' Amato, R-N.Y. 

There was no indication that Nussbaum' s departure would quiet the persistent 
rumblings over Whitewater, however. Late Friday, a series of subpoenas were 
issued seeking documents and interviews from administration officials. 

Clinton, at a news conference earlier, said he was determined to cooperate 
with federal investigators in hopes of the putting questions about Whitewater to 
rest . 

"I want this thing to be done fully, clearly and to be over with,” he said. 
"That is my only interest, and I intend to pursue it with great vigor.” 

The president has been chafing at the steady stream of Republican criticism 
over the Whitewater deal. 

”1 think that it is clear that the Republicans have behaved in a fairly 
blatant, bald and totally political way in this regard, " Clinton said. 

Nussbaum' s supporters defend him as a talented, hard-working lawyer whose 
successes went unheralded while he caught blame for problems soaMtimes beyond 
his control. His proudest accomplishment a were the selections of FBI Director 
Louis Freeh and Supreme Court Justice Ruth Bader Ginsburg. 

White Bouse officials said Nussbaum lasted as long as he did because of his 
longtime ties to the Clintons. 

As senior counsel to the Bouse Judiciary Coemittee during the Nixon 
impeachment inquiry, Nussbaum got to know a young staffer named Hillary Rodham. * 
She introduced a clearly skeptical Nussbaum to her boyfriend. Bill Clinton, who 
had plans to become president. 
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In an extraordinary move, a special prosecutor is bringing six senior White 
House aides before a federal grand jury investigating a failed Arkansas savings 
and loan with ties to President and Mrs. Clinton. 

Subpoenas served Friday evening seek information on documents and contacts 
between White House staffers and officials of the Treasury and the Resolution 
Trust Corp., the SfcL bailout agency, concerning the probe into the failure of 
the Madison Guaranty Savings and Loan Association. Three top Treasury 
officials also were subpoenaed. 

The disclosure of contacts with the White House about the status of the 
federal investigation prompted questions earlier this week about possible 
conflicts of interest that could jeopardize an independent probe by the special 
prosecutor, Robert Fiske. 

Among those subpoenaed were presidential counsel Bernard Nussbaum, who 
resigned today for what White House aides viewed as his mishandling of the 
so-called Whitewater affair. 

"I believe I can best serve you by returning to private life, " Nussbaum said 
in a letter to the president. Clinton passed up two opportunities Friday to 
publicly defend Nussbaum. 

The subpoenas stunned administration officials, casting a somber mood at the 
White House. Until now, Clinton's aides had regarded Whitewater - named for an 
Arkansas real estate venture in which the Clintons invested - as a bothersome 
affair exploited by Republicans for political gain. The subpoenas underscored 
the seriousness of the natter. 

Clinton himself had attacked Republicans at a news conference earlier Friday 
for their Whitewater criticism, saying: "It is clear that they have behaved in a 
fairly blatant, bald and totally political way." He stressed that no one had 
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accused him of wrongdoing. 

Alerted that the subpoenas were on their way, the six presidential aides 
gathered in the White House counsel's office about 7 p.m. Friday and were 
presented with the summons by FBI agents. 

Besides the Clinton aides and Treasury officials, the White House itself was 
subpoenaed to produce any documents or computer files relating to Madison 
Guaranty. 

As part of his inquiry, Fiske is trying to determine whether investors in the 
Whitewater project, including the Clintons - benefited from questionable Madison 
transactions . 

Presidential Press Secretary Dee Dee Myers said in a statement that "the 
White House will comply fully and promptly with the subpoena." 

Subpoenaed at the White House, aside from Nussbaum, were Harold Ickes, deputy 
chief of staff; Bruce Lindsey, senior presidential adviser; Mark Gearan, the 
communications director; Lisa Caputo, press secretary to Hillary Rodham Clinton; 
and Maggie Williams, Mrs. Clinton's chief of staff. 

At Treasury, subpoenas went to Deputy Treasury Secretary Roger Altman, 
general counsel Jean Hanson and chief of staff Joshua Steiner. 

A White House official, speaking on condition of anonymity said the court 
documents were worded in a way suggesting "they leave open the subpoenas of more 
people." 

The official sought to put the best face on the potential disruption of work 
among Clinton's key lieutenants, saying: "We'll go forward. It's like anything 
else in the world: you've got to work it in. It's not going to overwhelm the 
White House." 

The White House subpoena directed the administration to preserve documents 
and records related to Whitewater, and it instructed the six staff members to 
appear on March 10 in U.8. District Court in Washington for grand jury 
appearances . 

Zn connection with the subpoenas. Deputy White House Counsel Joel Klein 
issued a notice barring the destruction of White House computer records. In 
addition, he issued notices to halt the removal of all "burn bags" in the White 
House, stop the removal of all wastebasket trash containers and ordered the 
preservation of all computer records. 

Clinton was notified of the subpoenas shortly before they were served. "His 
reaction was that the staff should take all necessary steps to comply," an 
administration official said. 

The official said the White House probably would not provide legal counsel 
for the subpoenaed aides. "It's up to them if they want to hire counsel,” the 
official said. 
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The nine White House and Treasury officials subpoenaed Friday to appear 
before a federal grand jury investigating the involvement of President and Mrs. 

Clinton in the Whitewater affair: 

•Bernard Nussbaum, the White House counsel: Nussbaum resigned today after 
taking part in discussions with Treasury officials about the status of an 
investigations by the Resolution Trust Corp. into possible criminal wrongdoing 
in the failure of Madison Guaranty Savings 6 Loan, an Arkansas thrift with 
ties to the Clintons. The RTC is the government's SAL cleanup agency. 

-Mark Gear an. White House communications director: He confirmed this week 
that White House officials received two briefings from Treasury officials last 
fall. But he denied that there was anything improper in the White House 
discussing an investigation involving the Clintons . He said the meetings were 
held to discuss how to deal with press inquiries, not to blunt the RTC inquiry. 

-Bruce Lindsey, senior presidential adviser: He has been handling questions 
on eh* clintona involve m e n t in the Whitewater land deal and Madison. Lindsey 
said officials did not discuss the substance of the RTC investigations but how 
to deal with reporters questions. 

-Harold Ickes, deputy chief of staff: Ickes has been coordinating White House 
damage control efforts in the face of the widening investigation. 

-Lisa Caputo, press secretary to Hillary Rodham Clinton. Sha has said she 
received a call from an RTC official last fall who told her about press 
inquiries involving Whitewater and Madison. She said she had not solicited any 
information but wes simply returning a phone call. 

-Maggie Williams, Mrs. Clinton's chief of staff: She attended at least one of 
the meetings at which Treasury officials discussed Whitewater and Madison. 

-Roger Altman, deputy secretary of the Treasury: He is the acting head of the 
RTC and touched off criticism when he disclosed during congressional testimony 
that he had briefed White House officials in February about how the agency would 
deal with any civil claims growing out of Madison's failure. 
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-Jean Hanaon, the Treasury Department ' ■ general counsel: She reportedly told 
Nussbaum last fall that the Clintons were named by the RTC as possible 
beneficiaries of questionable transactions at the SU. but were not accused of 
any wrongdoing . She was Involved in RTC business. 

-Joshua Steiner, Treasury Department chief of staff: He attended the second 
Whitewater meeting with White House officials. 
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The Whitewater affair has its roots in the early business dealings of 
President and Mrs. Clinton in Arkansas. 

It derives its name from Whitewater Development Corp., a real estate venture 
the Clintons and their partners, James and Susan McDougal , formed in the late 
1970s to build a vacation and retirement community along the White River in 
northern Arkansas' Ozark Mountains. 

The venture lost money for several years and the Clintons sold out their 
interest in 1992 for $ 1,000. The Clintons say they invested and lost $ 68,900 
in Whitewater. 

Clinton was governor of Arkansas and Hillary Rodham Clinton was a lawyer for 
the Rose Law Firm in Little Rock during most of the 14 years they were involved 
in Whitewater. 

Questions first arose about Whitewater during the 1992 presidential campaign 
but those mostly focused on how much the Clintons had invested and lost. 

New questions arose last year as federal regulators began reviewing the 
failure of an Madison Guaranty Savings and Loan, an Arkansas thrift owned by 
James McDougal, the Clintons' partner in Whitewater. 

Specifically, the Resolution Trust Corp., a federal agency that regulates the 
savings and loan industry, questioned whether funds from Madison S4L may have 
been illegally diverted to pay off the political and personal debts of prominent 
Arkansans, including then -Gov. Clinton. 

Last fall, the RTC referred the matter to federal prosecutors, stating it 
appeared the he Clintons may have benefited from questionable transactions at 
the S&L but accusing them of no wrongdoing. 

After a series of subsequent revelations about the Clintons' involvement in 
Whitewater and ties to Madison, Attorney General Janet Reno in January appointed 
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a special counsel, Robert Fiske, to conduct an independent investigation. 

Fiske's investigation includes: 

-Madison's failure and whether any illegal diversion took place that could 
have benefited the Clintons, Whitewater or other prominent Arkansans. 

-A review of White House deputy counsel Vincent Foster's death last summer, 
which police had concluded was a suicide. At the time, Foster was working on 
Whitewater matters. 

-The trial of David Hale, a former Arkansas municipal judge accused of 
misusing federally guaranteed loans. Hale alleges Clinton pressured him to make 
a $ 300,000 Small Business Administration-guaranteed loan to a McDougal company. 

-Whether the Rose Law Firm - where Mrs. Clinton, Foster, and No. 3 Justice 
Department official Webster Hubbell formally worked - had any conflicts of 
interest in representing both regulators and Madison in SAL cases. 

-Recent contacts between the White House and Treasury Department officials 
regarding the RTC's investigation of Madison. 
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Events leading up to Saturday's resignation by chief White House counsel 
Bernard Nussbaum in connection with the controversy surrounding President 
Clinton's role in an Arkansas real estate venture: 

1978 - Bill and Hillary Clinton, along with James McDougal, who subsequently 
became an SfcL operator, purchase 200 acres in the Ozarks in attempt to construct 
a resort development. 

1979 - Whitewater Development Corp. is formed, with the Clintons as half 
owners, along with McDougal and his wife Susan. 

October 1986 - McDougal is ousted as president at Madison Guaranty Savings 
and Loan, though he remains as' owner. Examiner's report by Federal Home Loan 
Bank Board conducted several months earlier faults thrift for risky investments 
in real estate deals, low cash reserves and shoddy record-keeping. 

March 19S9 - Madison fails, at cost of batman $ 47 million and $ 60 million 

to taxpayers. 

March 1992 - In response to repeated questions about Whitewater investment, 

Clinton's presidential campaign issues report by Denver lawyer James Lyons 
saying Bill and Hillary Clinton invested about $ 70,000 in Whitewater, but did 
nothing improper in Whitewater dealing with McDougal. The report, based on an 
examination by a Denver accounting firm, also makes clear that incomplete or 
missing records makes a complete study iopossible . 

December 1992 - Clintons sell their share in Whitewater to McDougal, and 
eventually claim a $ 1,000 capital gain on their taxes. 

July 20, 1993 - Vince Poster, deputy White House counsel and former partner 
of Hillary Rodham Clinton at Rose Law Firm, is found dead of an apparent 
suicide. Documents related to Whitewater are among those taken from his office 
by administration officials and turned over to David Kendall, Clinton’s personal 
attorney. 

Oct. 31, 1993 - Whitewater controversy is renewed when Washington Post 
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reports that federal regulators recommended to Justice Department that a 
criminal investigation be conducted into Madison's failure. 

Nov. 9, 1993 - Paula Casey, U.S. attorney in Little Rock, recuses herself 
from probe of Whitewater's ties to failed Madison Guaranty S&L, and is 
replaced by Justice Department prosecutor Donald Mackay. Republican lawmakers, 
meanwhile, begin calling on Attorney General Janet Reno to nominate a special 
counsel to investigate ties between McDougal's failed Madison Guaranty S6L and 
Whitewater. 

Dec. 23, 1993 - Clinton says he and his wife will turn over to Justice 
Department prosecutors all records relating to Whitewater, but warn that the 
process might take several weeks. 

Jan. 5, 1994 - White House reveals that subpoena has been issued for 
Whitewater records under terms negotiated on Dec. 23 between prosecutors and 
Kendall. 


Jan. 9, 1994 - Sen. Daniel Patrick Moynihan of New York becomes first 
Democrat to join a chorus of Republicans calling for either a special prosecutor 
or independent counsel, turning the requests for a new investigator into a 
bipartisan issue. Seven other Democratic lawmakers issue the same demand within 
the next 48 hours. 

Jan. 12, 1994 - Bowing to intensifying political pressure, Clinton asks that 
a special prosecutor be appointed to investigate his involvement in Whitewater. 

Jan. 13 - Attorney General Janet Reno vows that special counsel investigation 
will be "rugged and independent.” 

Jan. 14 - Clinton, in Moscow for a summit with Russian President Boris 
Yeltsin, grouses that "the media's been obsessed with this. ... It never crosses 
by mind. " 

Jan. 20 - Robert B. Fiske Jr., a Manhattan lawyer, is selected by Reno to be 
special counsel in the Whitewater case. Fiske pledged a "flat out" investigation 
and said the Clintons should be questioned under oath as part of the probe. 

Jan. 26 - Saying "there is no evidence of any credible nature pointing to 
misconduct by the president or the first lady, " House Speaker Thomas S . Foley 
declared there was no need for congressional hearings on Whitewater. 

Feb. 3 - Federal Deposit Insurance Corp. spokesman David Barr confirmed a 
published report that Biliary Rodham Clinton represented federal regulators in a 
savings and loan case against a family friend and political supporter. 

Feb. 4 - Documents released by Rep. Jim Leach, R-Iowa, showed that a company 
tied to Madison Guaranty Savings and Loan Association covered a $ 7,322.42 
payment on a 1985 loan to then-Gov . Clinton. 

Feb. 9 - The Senate voted 95*0 extend the deadline for civil fraud actions 
against failed savings and loans - a victory for Republicans d em a n d in g a more 
extensive probe of the Whitewater case. 

Feb. 16 - At the request of Fiske, a federal judge in Little Rock, Ark. 
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agreed to empanel a special grand jury to look into Clinton's real estate 
investment . 

Feb. 17 - Clinton declared that the Whitewater criminal investigation would 
cost taxpayers millions even though "most of it has nothing to do with me." 

Feb. 25 - Deputy Treasury Secretary Roger C. Altman announced he has removed 
himself from the investigation of a failed Arkansas savings and loan and would 
step down March 30 as head of the savings and loan cleanup agency. Altman had 
acknowledged giving the White House a private briefing on the status of the S&L 
agency's investigation. 

March 2 - Associate Attorney General Webster Hubbell, the No. 3 official at 
the Justice Department and friend of the Clintons, acknowledged that he had been 
questioned by his former law firm, the Rose Law Firm, about his billings in past 
cases. Hubbell denied ever overcharging the Resolution Trust Corp. or any other 
clients. 

March 3 - Clinton ordered White House aides to "bend over backward" to avoid 
meddling in a federal investigation of him. 

March 4 - The FBI served subpoenas on six of Clinton's senior White House 
aides seeking testimony and documents related to the probe of Whitewater and the 
failed Madison Guaranty Savings and Loan Association. 
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WASHINGTON •- The FBI served the White House a subpoena late 
Friday, demanding any materials related to contacts between White 
House aides and federal agencies investigating the failure of an 
Arkansas thrift with ties to President Clinton. 

Six of Clinton's top aides also were subpoenaed to provide 
information to authorities trying to determine whether funds were 
diverted illegally from the now defunct Madison Guaranty Savings 
and Loan of Little Rock into private ventures, including a land 
development company known as Whitewater in which the president and 
first lady Hillary Rodham Clinton were co-partners with Madison 
owner James McDougal. 

The dramatic move by special Justice Department counsel 
Robert B . Fiske Jr . , who was appointed by Attorney General Janet 
Reno to conduct an independent probe of the Whitewater affair, 
stunned the White House, which already was reeling from the 
disclosure that top Clinton aides had been briefed in meetings with 
Treasury officials on the status of a federal inquiry into the 
Madison-Whitewater matter being conducted by the Resolution Trust 
Corp 

Clinton, who has maintained that he knew nothing of the 
meetings, said Thursday that they should not have been held, 
acknowledging that they appeared to raise questions about whether 
his aides were trying to interfere in the investigation. 

One of the aides. White House counsel Bernard Nussbaum, was 
expected to resign Friday evening, in part because of his 
participation in the meetings. But White House officials said the 
resignation, which was being worked out in the Oval Office with the 
president when the subpoenas were served around 7 p.n., was 
postponed for at least a day. 

The subpoenas demanded that the White House produce any 
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memos, documentation, computer notes or other materials related to 
the three known meetings . between White House aides and Treasury 
officials and any other contacts that may have been made with 
federal agencies involved in the Madison- Whitewater investigation. 

Nussbaum was one of six White House officials subpoenaed to 
appear before a federal grand jury, possibly on March 10. The 
others were White House Deputy Chief of Staff Harold Ickes; senior 
Clinton adviser Bruce Lindsey; Communications Director Mark Gearan,- 
Lisa Caputo, press secretary to Hillary Clinton; and Maggie 
Williams, the first lady's chief of staff. 

Three senior Treasury Department officials also were 
subpoenaed . They were general counsel Jean Hanson, Treasury 
Secretary Lloyd Bentsen's chief of staff Joshua Steiner, and Deputy 
Treasury Secretary Roger Altman, who acknowledged meeting with 
Nussbaum recently to update him on the Madison inquiry still being 
conducted by the RTC. 

Former Bentsen aide Jack DeVore, now an Austin political 
consultant, said Friday night that he was told by the FBI ""to 
expect a subpoena within a few days . ' ' 

A White House spokeswoman said the subpoenas would be 
complied with ""fully and promptly. ' ' 

The subpoena also directed the White House to preserve any 
records related to the Madison- Whitewater matter. Moments after it 
was received, Deputy White House Counsel Joel Klein issued a 
memorandum ordering the staff to cooperate and barring the 
destruction of any materials, including computer records. 

The subpoenas arrived at the White House amid a chorus from 
Republican lawmakers for congressional hearings to be held on the 
Madison -Whitewater affair. 

House Minority whip Newt Gingrich, R-Ga., said the growing 
fallout from the investigation was on the verge of rendering the 
administration incapable of functioning. He called on the president 
to fire anyone on his staff who may have engaged in questionable 
activities aimed at protecting him from the investigation. 

Clinton reacted furiously at suggestions his Whitewater 
problem is turning into another Watergate, and he accused 
Republicans of trying to bring down his presidency by making a 
political issue out of it. 

""I think it is clear that the Republicans have behaved in a 
fairly blatant, bald and totally political way, • • Clinton said. 

""And since there is no evidence of abuse of authority on my part 
as president, or any of the kinds of things that their parties and 
administrations were accused of (in the Watergate cover-up) , z 
think they would show a little more restraint and judgment in this 

case. 
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Clinton said ha wants the investigation ""to be done fully, 
clearly, and to be over with" as soon as possible. He continued to 
insist that he had done nothing wrong. But he acknowledged again 
that Nussbaum and other senior aides may have overstepped ethical 
boundaries by meeting with Treasury officials. 

Clinton also ordered that strict guidelines be set up to 
ensure that his staff does not engage in any improper contacts with 
agencies involved in the investigation. 

Clinton said he would not try to prevent Congress from 
holding hearings on the Hadison-Mhitewater affair. But he suggested 
that they would be a waste of money. 
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Whitewater special counsel Robert B. Fiske Jr. on Friday subpoenaed nine 
Clinton Administration officials, including White House Counsel Bernard 
Nussbaum, whose resignation is considered imminent because of the way he has 
handled the Whitewater controversy. 

Those subpoenaed include six White House aides who participated in meetings 
with Treasury Department officials about aspects of the investigation into the 
Whitewater Development Corp., an Ozark Mountain real estate venture in which 
then- Arkansas Gov. Bill Clinton and his wife, Hillary Rodham Clinton, were 
partners . 

Fiske had been expected to subpoena Administration officials as part of his 
effort to determine what happened in the Whitewater matter, but his decision to 
summon those involved in the White House -Treasury Department meetings makes it 
clear that he also intends to examine subsequent related^ actions to see if any 
improprieties occurred. 

Subpoenaed were Nussbaum, white House counselor Bruce Lindsey; Deputy Chief 
of Staff Harold Ickes; Communications Director Mark D. Gearan; Hillary Clinton's 
chief of staff, Margaret Williams; and the First Lady's press secretary, Lisa 
Caput o. 

Lindsey has been the chief White House official handling Whitewater- related 
questions for Clinton. Ickes, Williams and Nussbaum met last month with Deputy 
Treasury Secretary Roger Altman, who briefed them on procedures that the 
Resolution Trust Corp. --a Treasury agency -- was following in pursuing its 
investigation of Madison Guaranty Savings & Loan, a failed Arkansas thrift 
that was owned by James B. McDougal, the Clintons' partner in the real estate 
deal. 

Gearan and Nussbaum took part in a meeting last fall with Treasury Department 
officials at which the Madison Guaranty investigation was discussed. 

Participants have said that they discussed only one topic at the meeting: how to 
respond to press inquiries about Madison Guaranty. 
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Flake also subpoenaed Aleman and two ocher Treasury Department officials who 
participated in the meetings -• General Counsel Jean E. Hanson and Joshua 
Steiner, Che department's chief of staff. 

Nussbaum has been under fire for allowing the meetings to take place and for 
participating in them. Congressional Republicans and other critics have charged 
that the meetings could have allowed White House officials to interfere with the 
Treasury Department’s investigation of possible wrongdoing at Madison 
Guaranty. 

President Clinton conceded Thursday that the meetings, two last fall and one 
last month, created an appearance of impropriety. 

Fiske is investigating the Clintons' role in Whitewater Development and, 
among other things, whether funds from Madison Guaranty might have been used 
to pay off Clinton campaign debts or to offset their losses on the real estate 
venture . 

The Clintons have said that they lost about $69,000 in Whitewater. Madison 
Guaranty was seized by federal regulators in 1989 at a cost to taxpayers of 
between $47 million and $60 million. 

In a memorandum to the White House staff, Deputy Counsel Joel Klein said that 
the subpoenas, which call for the officials to appear in federal district court 
in Washington on March 10, cover "any and all documents and/or communications 
referring or relating to any contacts, meetings or conversations about or 
regarding Madison Guaranty Savings a Loan, its subsidiaries or affiliates” 
between white House staff and officials of the Treasury Department or the RTC. 

Klein warned that "the destruction of documents after receipt of this 
subpoena may constitute obstruction of justice" and suggested that, "if you have 
any doubt about whether a particular document is called for . . , you must save 
it." 


Klein also directed White House aides not to purge any computer records and 
directed officials to stop removing any paper from the White House, including 
trash thrown in wastebaskets. 

White House Press Secretary Dee Dee Myers said staff members would fully 
comply with the subpoenas and that the White House would have no other comment. 

Clinton was informed of the subpoenas about 7 p.m. Friday, shortly before 
they were served, aides said, and he instructed the staff to cooperate. 

The subpoenas, the first known to have been issued to White House officials 
in the investigation, could temporarily delay the resignation of Nussbaum, whose 
yearlong tenure as the White House chief counsel has been marked by frequent 
controversy. 

Earlier in the day, Clinton conspicuously distanced himself from his 
embattled aide at a White House press conference, ducking several public 
opportunities to voice confidence in him. 

"I have nothing more to add to what I said yesterday," Clinton said when 
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asked about Nussbaum. 

Clinton's reference was to remarks he made Thursday criticizing the meetings 
Nussbaum attended with Treasury Department officials. 

"We have to be careful," Clinton said at the press conference. "I think I 
have sent a very clear and unambiguous signal that there's no point in letting a 
process mess this White House up when we have not yet been accused of any 
wrongdoing. And since there was no wrongdoing on my part, X want a full, 
complete, thorough investigation, and X want it to go forward unimpeded and then 
to be over . " 

While Clinton did not mention Nussbaum by name, his words appeared to be a 
clear rebuke, given that Nussbaum' s job has been to oversee the internal 
processes of the White House to ensure that they do not "mess up." 

As he has done before, Clinton complained about the political use that 
Republicans have made of the Whitewater matter, saying that "there is no 
evidence of abuse of authority on my part as President, or any of the kinds of 
things for which their parties and administrations were accused. 

"The Republicans have behaved in a fairly blatant, bald and totally political 
way," Clinton said. "Since they have often complained in the past of political 
motivation, X think that they would show a little more restraint and judgment in 
this case." 

But White House officials made it clear that Clinton, who thought the 
Whitewater issue had been taken off his back by the appointment of Fiske as a 
special counsel earlier this year, also believes that he was let down by members 
of his staff, including Nussbaum. 

Clinton and Nussbaum subsequently met in the Oval Office, and officials 
predicted that the presidential aide's resignation would come Friday evening. 

After news of the subpoenas surfaced, officials said the announcement was put 
off but that it could con* as early as today. 

The formal letters of resignation and presidential acceptance were prepared 
and ready for release, officials said. 

The 5 7 -year-old Nussbaum has long been close to the First Family. As a lawyer 
on the House Judiciary Committee ' s staff when it considered the impeachment of 
President Richard Nixon during his Administration's Watergate scandal, Nussbaum 
hired the young Hillary Rodham and supervised her work. She, in turn, introduced 
him to her then-boyfriend. Bill Clinton. 

During the presidential contest, Nussbaum, who had subsequently carried on a 
highly successful career as a litigator, provided advice and counsel to Clinton 
during some of the campaign's toughest moments, including the week that Gennifer 
Plowers, a former Little Rock night club singer, publicly accused Clinton of 
carrying on a lengthy extramarital affair with her. 

After the election, Clinton asked Nussbaum to take on the counsel's job. In 
that post, he had some notable successes. He oversaw the process that led to the 
appointment of Ruth Bader Ginsburg to the Supreme Court and the selection of 
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Louie J. Freeh to head the FBI. 

But more often, Nussbaum seemed to pop up in the middle of problem areas. 

He was widely accused within the White House of having mishandled the aborted 
nomination of Judge Kimba M. Wood to be attorney general and the nomination of 
C. Lani Guinier to head the Justice Department's civil rights division. 

He also participated in the controversy that began with the firing of the 
staff of the White House travel office. 

After his deputy, Vincent Foster, apparently committed suicide last summer, 
Nussbaum supervised the White House effort to manage the police investigation, 
leading to still -unsubstantiated accusations that he blocked investigators in an 
attempt to hide something. 

Nussbaum' s defenders accused critics of having twisted his actions 
ascribing sinister motives to innocent decisions. But even his friends conceded 
that Nussbaum consistently appeared to ignore the political and public aspects 
of representing a client who is President of the United States. 
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Whitewater special counsel Robert B. Fiske Jr. on Friday subpoenaed nine 
Clinton Administration officials, including White House counsel Bernard 
Nussbaum, whose resignation is widely considered imminent because of the way he 
has handled the Whitewater controversy. 

Those subpoenaed include six White House aides who participated in meetings 
with Treasury Department officials about aspects of the Whitewater 
investigation. 

Fiske was expected to subpoena Administration officials as part of his 
inquiry, but his decision to summon those involved in the White House -Treasury 
meetings makes clear that he also intends to examine those meetings to see if 
improprieties occurred. 

Subpoenaed were Nussbaum, White House counselor Bruce Lindsey, Deputy Chief 
of Staff Harold Ickes, Communications Director Mark D. Gears n. First Lady 
Hillary Rodham Clinton's chief of staff, Margaret Williams, and the First Lady's 
press secretary, Lisa Caputo. 

Fiske also subpoenaed three Treasury Department officials who participated in 
the meetings -- Deputy Secretary Roger Altman, General Counsel Jean Hanson and 
Chief of Staff Joshua Steiner. 

Nussbaum has been under steady fire for allowing the meetings to take place 
and for participating in them. Congressional Republicans and other critics have 
charged that the meetings could have al lowed white House officials to interfere 
with the Treasury Department's investigation of possible wrongdoing at the 
Madison Guaranty Savings k Loan, an Arkansas thrift that was involved in 
Whitewater events. President Clinton conceded Thursday that the meeting, two 
last fall and one last month, created an appearance of impropriety. 

Lindsey has been the chief White House official handling Whitewater- related 
questions for Clinton. Ickes, Williems and Nussbaum met last month with Altman, 
who briefed them on procedures that the Resolution Trust Corp. --a Treasury 
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Depart men agency •- was following in pursuing the Madison Guaranty 
Invest igation. 

Gearan and Nussbaum took part in a meeting last fall with Treasury Department 
officials at which the Madison Guaranty investigation was discussed. The 
officials asserted that the only topic discussed at the meeting was Madison 
Guaranty. 

In a memorandum to the staff, White House Deputy Counsel Joel Klein said the 
subpoenas, which calls for the officials to appear in federal district court in 
Washington on March 10. covers "any and all documents and/or communications 
referring or relating to any contacts, meetings or conversations about or 
regarding Madison Guaranty Savings 4 Loan, its subsidiaries or affiliates" 
between White House staff and officials of the Treasury Department or the 
Resolution Trust Corp. 

Klein warned that "the destruction of documents after receipt of this 
subpoena may constitute obstruction of justice" and suggested that, "if you have 
any doubt about whether a particular document is called for . . , you must save 
it." 


Klein also directed White House aides not to purge any computer records and 
directed officials to stop removing from the White House any paper, including 
trash thrown in wastebaskets. 

White House Press Secretary Dee Dee Myers said staff members would fully 
comply with the subpoenas and that the White House would have no other comment. 

President Clinton was informed of the subpoenas about 7 p.m. , shortly before 
they were served, aides said, and he instructed the staff to cooperate. 

The subpoenas, the first known to have been issued to White House officials 
in the investigation, perhaps temporarily delayed the resignation of Nussbaum, 
whose yearlong tenure as the White House chief counsel has been marked by 
frequent controversy. 

Earlier in the day, Clinton conspicuously distanced himself from his 
embattled aide at a White House press conference, ducking several public 
opportunities to voice confidence in him. 

"I have nothing more to add to what I said yesterday," Clinton said when 
asked about Nussbaum. 

Clinton's reference was to remarks he made Thursday criticizing the meetings 
Nussbaum attended with Treasury Department officials. 

"We have to be careful," Clinton said at the press conference. "I think I 
have sent a very clear and unambiguous signal that there's no point in letting a 
process mess this White House up when we have not yet been accused of any 
wrongdoing. And since there was no wrongdoing on my part, I want a full, 
complete, thorough investigation, and I want it to go forward unimpeded and then 
to be over . ■ 

While Clinton did not mention Nussbaum by name, his words appeared to be a 
clear rebuke, given that Nussbaum ' s job has been to oversee the internal 
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process** of the White House to ensure that they do not "mess up.” 

As he has don* before, Clinton complained about the political use that 
Republicans have made of the Whitewater matter, saying that "there is no 
evidence of abuse of authority on my part as President, or any of the kinds of 
things for which their parties and Administrations were accused. 

"The Republicans have behaved in a fairly blatant, bald and totally political 
way. " Clinton said. "Since they have often complained in the past of political 
motivation, I think that they would show a little more restraint and judgment in 
this case." 

But White House officials made clear that Clinton, who thought the Whitewater 
issue had been taken off his back by the appointment of Piske as a special 
counsel earlier this year, also believes that he was let down by members of his 
staff, including Nussbaum. 

Clinton and Nussbaum subsequently met in the Oval Office, and officials 
widely predicted that the presidential aide's resignation would come later in 
the evening. But after news of the subpoenas, officials said the announcement 
would be put off, perhaps until after the weekend. 

The 5 7 -year-old Nussbaum has long been close to the First Family. As a lawyer 
on the House Judiciary Committee's staff when it considered the impeachment of 
President Richard Nixon during the Watergate scandal, Nussbaum hired the young 
Hillary Rodham and supervised her work. She, in turn, introduced him to her 
then-boyfriend. Bill Clinton, telling the skeptical New York attorney that one 
day he intended to run for President. 

During the presidential contest, Nussbaum, who had subsequently carried on a 
highly successful career as a litigator, provided advice and counsel to Clinton 
during some of the campaign 'A toughest moments, including the week that Gennifer 
Flowers publicly accused Clinton of carrying on a lengthy affair with her. 

After the election, Clinton quickly turned to Nussbaum to take on the 
counsel's job. In that post, ha had some notable successes. He oversaw the 

process that led to the appointment of Ruth Bader Olnsburg to the Supreme Court 
and the selection of Louis J. Freeh to head the FBI. 

But more often, Nussbaum seemed to pop up in the middle of problem areas. He 
was widely accused within the White House of having mishandled the aborted 
nomination of Judge Kimba M. Wood to be attorney general and the nomination of 
C. Lani Quinier to head the Justice Department's civil rights division. 

He also participated in the controversy that began with the firing of the 
staff of the White House travel office. In all three cases, Nussbaum appeared to 
lack the political antennae to sense danger ahead and keep Clinton away from it. 

After his deputy, Vincent W. Foster, apparently committed sucicide last 
summer, Nussbaum supervised the White House effort to manage the investigation 
by police, leading to still -unsubstantiated, but nonetheless unresolved, 
accusations that he blocked investigators in an attempt to hide something. 

Nussbaum' a defenders accused critics of having twisted his actions -- 
ascribing sinister motives to innocent decisions. But even his friends conceded 
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that Nuaabaum cone latently appeared to Ignore the political and public aapecta 
of repreaenting a client who ia Preaident of the United state*. 
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A courier employed by the Rose Law Firm acknowledged Friday that he shredded 
documents belonging to late White House counsel Vincent Foster in January, a few 
weeks before the firm received a broadly worded subpoena for documents from 
Whitewater special counsel Robert B. Fiske Jr. 

Clayton Lindsey, 19, of Little Rock, told The Times that both he and his 
roommate, Jeremy Hedges, also a courier at the law firm, were instructed to 
destroy the papers. He declined to describe the contents of the documents but 
said they could have been internal materials, as spokesmen for the firm have 
suggested, rather than files related to the Whitewater controversy. 

Lindsey testified about the shredding to a federal grand jury on Feb. 16. His 
and Hedges' testimony apparently led Fiske to issue the subpoena to the law 
firm. 

Lawyers at the firm, where Foster practiced law before January, 1993, along 
with now-First Lady Hillary Rodham Clinton and two current Administration 
officials, do not deny that some documents belonging to Foster were shredded, 
but they have maintained that they never destroyed any materials that might be 
pertinent to Fiske 's investigation. 

Reports of the shredding, which first appeared in the Washington Times and 
the New York Times, added to the many difficulties that the law firm -- reputed 
to be the oldest west of the Mississippi River -- has encountered since it came 
under scrutiny as a result of its involvement in the Whitewater controversy. 

In the last few weeks, the firm's lawyers have been forced to respond to 
allegations of conflict of interest, overbilling and destroying evidence. 

Fiske is looking into allegations that President Clinton may have benefited 
improperly from his association with James B. McDougal, owner of a failed 
savings and loan and partner with the Clintons in a real estate development firm 
known as Whitewater Development Corp. 
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Although the inquiry centers on Whitewater, Flake is also investigating the 
apparent suicide of Foster last summer. His investigation also is looking at the 
role played by Hillary Clinton and her firm in representing Whitewater and 
McDougal's Madison Guaranty Savings a Loan. 

In response to the couriers' story, a spokesman for the law firm has 
acknowledged that some files belonging to Foster were found earlier this year 
when one lawyer was moving to a new office. 

He said those documents were discarded because they were nothing more than 
"internal Rose firm materials," such as notes of committee meetings. 

Lindsey, a college student who works part time at the law firm, said the 
documents he and Hedges shredded were plainly marked as belonging to Foster. 

After the couriers testified, Fiske sent a subpoena to the firm warning 
against the shredding or destruction of documents. 

At the time, the subpoena was characterized by Rose lawyers as "extremely 
broadly worded, " but it is not known if discarded committee meeting notes and 
other internal documents would have been covered. 

On Friday, Fiske declined to discuss the subpoena. 

A special grand jury is expected to be impaneled later this month to begin 
hearing testimony in the Whitewater matter. The couriers appeared before a 
regular grand jury, which sat three days last month to hear a variety of 
preliminary matters related to Whitewater. 

In interviews with The Times over the last month, several Rose Law Firm 
partners have strongly denied reports that the firm ever shredded any documents 
related to Whitewater, which would be a criminal act. Even before the subpoena 
was received, the firm's lawyers were ethically bound to preserve evidence. 

"You think if we were going to shred some documents from Madison and 
Whitewater, we would call in some clerks and say: 'Here, we are going to shred 
Whitewater documents?' " asked Alan Bird, who represents the firm in Washington. 
"And do you think we would do it in the middle of the day?" 

Many law firms routinely destroy confidential documents that are no longer 
needed. According to Rose partners, their firm did not own a shredder until 
1992, when one was purchased in response to indications that news reporters 
covering the Clinton presidential campaign were foraging through the firm's 
trash . 

Lindsey said he and Hedges testified before the grand jury with the knowledge 
and approval of their employer, but they hired a lawyer from another firm to 
accompany them into the grand jury room. 

He said his testimony has done nothing to undermine his employment at the . 
firm, where he runs errands and does other tasks. 

Hedges was working at the firm on Friday and could not be reached. 
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Times staff writer James Risen contributed to this story from Washington. 
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WASHINGTON - The FBI Friday night served six senior White House aides and 
three Treasury Department officials with subpoenas on behalf of the Whitewater 
special prosecutor. 

The subpoenas followed the disclosure of meetings between White House and 
Treasury Department officials to discuss the investigation of a failed Arkansas 
thrift linked to the unsuccessful Whitewater land development project. 

President Clinton and his wife, Hillary Rodham Clinton, were partners in the 
northern Arkansas project with the head of the thrift, James McDougal, and his 
wife, Susan. 

The Justice Department, to avoid the appearance of a conflict of interest, 
appointed an independent counsel, Robert Fiske, to investigate the land deal and 
whether Whitewater investors benefited from improper actions at Madison 
Guaranty Savings 6 Loan. 

"The White House will comply fully and promptly with the subpoena," said 
White House press secretary Dee Dee Myers. 

Administration officials said the subpoenas delayed the resignation of white 
House counsel Bernard Nussbaum, which had been expected Friday night. 

Mr. Nussbaum, under fire for mishandling the White House response to the 
Whitewater investigation, probably will resign this weekend, an official said. 

The subpoenas , delivered early Friday evening, also seek White House 
documents relating to meetings and contacts between Mr. Clinton's advisers and 
Treasury Department officials. 

Administration officials confirmed that six White House aides and three 
Treasury Department officials will be required to testify before a federal grand 
jury on March 10. 

The White House officials are Deputy Chief of Staff Harold Ickes; senior 
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adviser Bruce Lindsey; Communications Director Mark Gearan; Mr. Nussbaum; Mrs. 

Clinton's press secretary, Lisa Caputo; and her chief of staff, Margaret 
williams . 

Treasury spokesman Howard Schloss said Deputy Treasury Secretary Roger 
Altman, counsel Jean Hanson and Joshua Steiner, chief of staff to Treasury 
Secretary Lloyd Bent sen, received subpoenas. 

Jack DeVore, the former press secretary' to Mr. Bentaen, said he had not been 
subpoenaed but had been notified that he can expect to receive one. 

Mr. DeVore attended one meeting between White House and Treasury Department 
officials in which he said press questions were discussed. 

"I probably triggered it after I a got a phone call from a reporter making 
inquiries. I followed up in effort to get responses to the reporter's 
questions,” Mr. DeVore said. 

At the White House, Deputy Counsel Joel Klein ordered officials to preserve 
all paper and computer -gene rated documents sought by the special prosecutor. 

"You must also retrieve and retain any responsive documents in your wastepaper 
basket and your burn bag," Mr. Klein informed officials in a memorandum. He 
also issued orders to stop the removal of White House waste baskets, burn bags 
and computer messages and warned staffers that destruction of documents could 
amount to obstruction of justice. 

Mr. Clinton, according to aides, was informed of the subpoenas early Friday 
evening by White House Chief of Staff Thomas F. "Mack" McLarty. 

On Thursday, Mr. Clinton criticized meetings that Mr. Nussbaum and others 
attended with Treasury Department officials investigating Madison. On two 
occasions Friday he declined to defend Mr. Nussbaum or comment on his future. 

Mr. Nussbaum also has been criticized for his role in numerous White House 
crises last year. They include botched Cabinet nominations of Zoe Baird and 
Lani Guinier, mishandling of police inquiries after the apparent suicide of 
Deputy Counsel Vince Foster and his office's participation in events surrounding 
the firing of the White House travel office staff. Most of the firings were 
later reversed. 

Mr. Nussbaum instructed that Mr. Foster's Whitewater files not be turned over 
to officials investigating his death and sat in on interviews of Mr. Foster's 
co-workers during the inquiry. 

During his White House tenure, the New York attorney has been credited with 
playing a pivotal role in the selection of FBI Director Louis Freeh and Supreme 
Court Justice Ruth Bader Ginsburg - two widely praised appointments. 

But colleagues have faulted him, saying that he demonstrated no skill or 
appreciation for the political implications of White House actions and that he 
viewed matters solely from a legal perspective. 

They also have expressed wonder that he seemingly did not learn from his 
office's mistakes. 
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On Thursday, che white House counsel was che apparent target of an unusual 
public rebuke from Mr. Clinton over the white House's handling of 
Whitewater -re la ted activities. 

The president said it "would have been better" if three meetings between 
white House officials and Treasury Department officials had not taken place, 
though he added he saw no wrongdoing in them. 

On Friday, during a news conference with Ukrainian President Leonid Kravchuk, 

Mr. Clinton neither confirmed nor denied that Mr. Nussbaum would resign. 

He did, however, speak about other Whitewater- related questions and lashed 
out at Republicans who have made another call for a House investigation. 

"It is clear that the Republicans have behaved in a fairly blatant, bald and 
totally political way in this regard,” he said. 

Mr. Clinton said there is no evidence of wrongdoing on his part. 

"Since they often have complained in the past of political motivation, I 
think that they would show a little more restraint and judgment in this case, " 
he said. 

The president, howavar, said it was up to tha House of Representatives to "do 
whatever they think is appropriate to do, not for me to tell them what to do." 

The news conference in the Bast Room had been called to discuss 
U.S. -Ukrainian relations, but Mr. Clinton was asked several questions on 
Whitewater. 

With Mr. Kravchuk standing next to him, Mr. Clinton said he had "constructed 
a clear and appropriate fire wall" between the White House and any federal 
regulatory agency that might be involved with Whitewater- related matters. 

Republicans and other critics have faulted the administration for waiting 
until this week to erect the fire wall and said the meetings in question should 
not have occurred. 

Mr. Altman disclosed last week that he had briefed White House officials on 
matters pertaining to Resolution Trust Corp's investigation of the failed 
savings and loan. Mr. Altman, who is the RTC's acting head, subsequently 
recused himself from all matters related to Whitewater. 

This week, the' White House confirmed that in September Treasury Department 
Counsel Jean Hanson had told Mr. Nussbaum that the Clintons would be mentioned 
as possible beneficiaries of illegal Madison activities when the RTC referred 
the matter to the Justice Department. 

The following month, Mr. Nussbaum, Mr. Gearan and Mr. Lindsey met with the 
three Treasury Department officials to discuss how to handle press inquiries on 
the matter. 

On Thursday, Treasury Secretary Lloyd Bentsen issued a statement saying he 
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did not know about the meetings and ha ordered thedepartment ' s ethics office to 
investigate. - 
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WASHINGTON - The special counsel investigating President Clinton's Arkansas 
land dealing and an attorney he has hired to assist him have made sizable 
campaign contributions to Republicans in recent years, records show. 

Federal Election Commission records show that Whitewater investigation 
special counsel Robert Piske has given $ 5,300 to the Republican National 
Committee and GOP candidates since 1992. 

A Wall Street lawyer and former U.S. attorney in New York, Mr. Piske has 
well-known, longtime GOP ties. 

One of the recipients of Nr. Piske 's donations - New York Republican Sen. 

Alphonse D' Amato - is now one of the most vocal critics of Mr. Clinton's 
Whitewater dealings. Mr. Piske contributed $ 1,000 to Mr. D' Amato in 1992. 

William Duffey - an Atlanta attorney whom Mr. Piske hired to help in the 
probe of Whitewater and its connections to Mr. Clinton and first lady Hillary 
Rodham Clinton - has contributed more. 

In the past two years, he donated $ 7,000 to Republicans, including $ 1,000 
to the Bush-Quayle presidential primary campaign in 1992, records show. He said 
in an interview that be also has contributed to Democrats in the past. 

Attorney General Janet Reno picked Mr. Piske Jan. 20 to head up the probe. 

She gave him a broad mandate to investigate the relationships of the Clintons 
with Madison Guaranty Savings & Loan Association, Whitewater Development Corp. 
and Capital Management Services Inc., all in Arkansas. 

The probe also will encoqpass the July 1993 suicide of White House general 
counsel Vincent Foster. Before coming to Washington, Mr. Foster was a law 
partner with Mrs. Clinton in the Rose Law Firm in Little Rock and handled much 
of the Clintons' personal legal affairs. 

Mr . • Fiske last month hired seven attorneys to work with him on the Little 
Rock-based investigation, including Mr. Duffey, partner in the high-profile 
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Atlanta firm of King and Spalding. 

Aside from the $ 1,000 he contributed to Mr. D' Amato, Mr. Fiske also gave 
former U.S. Attorney General Dick Thornburgh $ 1,000 in 1991, when he was 
running unsuccessfully for the Senate in Pennsylvania. 

GRAPHIC: PHOTO (S) : Robert Fiske. . . ..» Whitewater special counsel has 
well-known, longtime GOP ties. 
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Ten senior White House and Treasury Department officials were subpoenaed 
tonight for testimony and documents related to an inquiry into a failed Arkansas 
savings and loan with ties to President Clinton and his wife. 

While Federal Bureau of Investigation agents were serving the subpoenas. 
President Clinton met with the White House counsel, Bernard W. Nussbaum, who was 
one of those subpoenaed, to arrange the lawyer's resignation. Mr. Nussbaum told 
Mr. Clinton that he would step down on Saturday, aides said. 

On an extraordinary day in which Mr. Clinton and his aides tried to contain 
the political damage, they battled a rising tide of bad news, including signs 
that some Democrats were quietly joining the Republican clamor for Congressional 
hearings into Mr. Clinton's investment in an Arkansas real estate venture, the 
Whitewater Development Company. The Clintons were partners in the venture with 
James B. McDougal, the head of the savings and loan. 

Information Quest 

The subpoenas were issued by Robert B. Fiske, the special counsel appointed 
to look into the Whitewater matter, but there was no indication that they were 
for any purpose other than the gathering of information. 

All 10 of the officials were named in news accounts this week as having taken 
part in unusual meetings to discuss the Federal investigation of the Arkansas 
savings institution, Madison Guaranty Savings and Loan. Mr. Fiske has 
broad-based authority under his charter to determine whether the Government has 
handled itself properly in that case. 

Not since the Iran-contra affair has a Federal law enforcement agency reached 
this deeply into the White House as part of an official inquiry. The subpoenas 
of top aides to Mr. Clinton and to Treasury Secretary Lloyd Bentsen handed the 
White House a major embarrassment as officials tried to steer attention away 
from Whitewater. 

Sensitive Subject 
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At those meetings*, the Treasury and White House aides reviewed the status of 
an investigation by the Resolution Trust Corporation into Madison Guaranty, a 
sensitive subject that would ordinarily be kept from political officials and 
anyone with a connection to the institution. No one has suggested that there was 
anything criminal about such discussions, but they might have violated 
Government ethics regulations. 

The six White House aides subpoenaed to testify were Mr. Nussbaum; Bruce 
Lindsey, a senior adviser to Mr. Clinton; Harold M. Ickes, the deputy chief of 
staff; Mark D. Gearan, the communications director; Maggie Williams, the chief 
of staff to Hillary Rodham Clinton, and Lisa Caputo, Mrs. Clinton's press 
secretary. 

All were ordered to appear in Federal District Court in Washington on March 
10 to provide testimony for a grand jury in Little Rock, Ark. 

A separate subpoena demanded that the White House surrender all documents and 
communications relating to contacts between the white House and Treasury 
Department officials about Madison Guaranty. 

In response, Joel Z. Klein, the deputy White House counsel, issued four 
memorandums ordering the White House staff, janitors and technicians not to 
destroy information and documents in files, computers, waste baskets and burn 
bags. 

Howard Schloss, a spokesman for the Treasury Department, said Deputy 
Secretary Roger C. Altman; Jean Hanson, the department counsel, and Josh 
Steiner, Mr. Bentsen's chief of staff, had also been subpoenaed to appear before 
a grand jury under the direction of Mr. Fiske. 

A participant in the meetings said that Jack DeVore, Mr. Bentsen's closest 
aide at the time, was also told to appear before the grand jury. 

Associates of Mr. Nussbaum said that he had hoped to postpone his resignation 
long enough to diminish the impression that he had been dismissed but that he 
had recognized as the day progressed that he had little option but to step down 
immediately. 

As soon as the first meeting was disclosed, Republicans began demanding a new 
inquiry into the Clintons' investment and put pressure on Mr. Clinton to act 
firmly to disavow the talks. Today, some Democrats also seemed to be considering 
hearings on Whitewater. 

Expectations for a Day 

Mr. Clinton had to cope with the question of Mr. Nussbaum' s fate on a day in 
which a meeting with President Leonid Kravchuk of Ukraine was supposed to be the 
main event. At a picture- taking session and a joint news conference in the Bast 
Room, the first question to Mr. Clinton was whether Mr. Nussbaum, who is 57, 
would remain at his post. Mr. Clinton later added discussions with top aides to 
his afternoon calendar to consider that very question. 

But the White Bouse agenda became even more complicated late this afternoon, 
when the F.B.I. told William H. Kennedy 3d, an associate White House counsel, 
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that it planned to serve the six subpoenas. Mr. Kennedy told Thomas F. McLarty 
id, the white House chief of staff, who told Mr. Clinton about 6 P.M., just 
before he began to talk with Mr. Nussbaum. 

An F.B.Z. agent served the six subpoenas about an hour later in the White 
House counsel's suite. In a written statement tonight, Dee Dee Myers, the White 
House press secretary said, "The White House will comply fully and promptly with 
the subpoena . " 

Before the latest round of criticism over his role in the Whitewater affair, 

Mr. Nussbaum had already been at the center of a series of White House political 
miscues, including the failed nomination of Lani Guinier to a top Justice 
Department post, the torturous search for an Attorney General and the removal of 
files from the office of Vincent W. Foster Jr.. Mr. Nussbaum' s deputy who killed 
himself in July. 

Officials said that history, coupled with Mr. Nussbaum' s most recent actions, 
had left his position difficult to defend, especially after officials said that 
the once-unquestioned support of his political patron, Hillary Rodham Clinton, 
was in doubt. 

A Telling Symbol 

"If this was the first time in the barrel for him, maybe we could fight for 
him," a senior White House official said. "But the third time is hard." 

Earlier today, Mr. Clinton refused twice to comment about Mr. Nussbaum 's 
fate, a telling symbol in the Washington political lexicon. The President was 
said by aides to be particularly upset that the White House lawyer had not 
anticipated trouble from the series of meetings with senior Treasury Department 
officials on the investigation into the bankrupt Arkansas savings and loan. 

Associates of Mr. Nussbaum said he would have preferred that a decent 
interval pass before he resigns his post. But they said Mr. Clinton's failure to 
express confidence in him during public appearances today could only have been 
intended as a message that it was time to leave. 

Other officials said aides to Mrs. Clinton had told associates in the 
Administration that she was disappointed in the way Mr. Nussbaum, her one-time 
mentor, had handled the matter. Because of her close friendship with Mr. 

Nussbaum, Mrs. Clinton's views on the issue are crucial. 

Even this morning, a close friend of Mr. Nussbaum 's said, "None of us see how 
he can survive much longer." 

Before this week's first disclosure of his participation in an unusual 
meeting, Mr. Nussbaum had told friends that he believed his job was to be a kind 
of a lightning rod for the Administration. But he told the friends that he hoped 
to stay in the White House for at least another year, if not until the end of 
Mr. Clinton's first term, and had recently bought a residence at the Watergate 
Apartments . 

Consequences of a Resignation 

By this afternoon, senior White House officials were discussing what the 
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consequences of s resignation by Mr. Nussbaum might be, and whether it might 
help close the political wounds inflicted by the disclosure of the meetings. 

Mr. Clinton on Thursday expressed dismay that the meetings had taken place, 
but that only led Republicans in Congress today to voice new complaints about 
the White House's conduct. 

After poking for months at Whitewater's embers, the Republicans expressed new 
confidence that the missteps would finally force Congress's Democratic majority 
to undertake hearings. And, more dangerously for the White House, some Democrats 
began to echo them privately. 

In the Senate, where Republicans were already pledging to hold up approval of 
important White House nominations until a Whitewater hearing was scheduled, 
aides to senior Democratic senators said there was growing uneasiness among 
their bosses. 

Saying that they were growing resigned to the possibility that some kind of 
inquiry might be necessary, if only to quiet the mounting furor from Republicans 
and other critics, the aides said the matter had been referred to Senate 
Democratic leaders. 

In addition to Mr. Nussbaum, only Ms. Hanson, the Treasury Department's 
general counsel, took part in all three of the briefing sessions. The two were 
the only participants in what White House officials have described as the most 
troublesome encounter, on Sept. 29. In that meeting, Ms. Hanson told Mr. 
Nussbaum that the Clintons would be mentioned as possible beneficiaries of 
illegal actions in a request for a Justice Department investigation of Madison 
Guaranty by the Resolution Trust Corporation, which is responsible for failed 
S.fc L. 's. 


That was more than a week before the R.T.C. formally referred the case to the 
Justice Department and before the decision became final, giving Mr. Nussbaum 
advance knowledge of information that under other circumstances is regarded as 
highly sensitive. 

Meetings in Question 

Another meeting took place in October and the third, last month. The others 
who were served subpoenas attended these meetings except Ms, Caputo. She 
acknowledged this week that she had received a brief telephone call from a 
Resolution Trust Corporation official whose name she did not know. 

At his news conference with President Kravchuk today, Mr. Clinton sought to 
emphasize that with new procedures imposed on Thursday the White House has now 
erected a "a clear and appropriate firewall" to prevent further contacts between 
his aides and Federal investigations into Madison Guaranty and the Whitewater 

case. 

Seeking to turn the focus to his critics' conduct, Mr. Clinton accused the 
Republicans of engaging in "fairly blatant, bald and totally political" efforts 
to make an issue of the meetings, in which he said he had not been accused of 
"doing anything wrong." 

The Senate Democratic aides who spoke of uneasiness about the turn the 
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Whitewater cam is taking aaid the chamber's laadara were alraady mulling ovar 
tha possibility of Banking Committee hsarings into tha propriaty of tha 
maatings, if only to cut thair political losses. 

"They have tha discomfiting feeling of watching tha Administration make every 
mistake they could think of," said one aide, who spoke only- on tha condition of 
not being identified. "Now they're thinking, 'Bow many more town meetings can Z 
go to before being asked about this? what do Z say if I'm asked about it on 
‘Meat tha Press?' " 

GRAPHIC: Photos: Bernard W. Nussbaum (Tha New York Timas) (pg. 1); After 
bidding farewell to President Leonid M. Kravchuk of Ukraine yesterday. President 
Clinton left tha North Portico. He later mat with Bernard N. Nussbaum to discuss 
his resignation as White House counsel. (Paul Hoaefroa/Tha New York Times) (pg. 
10 ) 

LANGUAGE: ENGLISH 
LOAD-DATE-MDC : March 5. 1994 


LEXB-NEXB4S LEXIS- NEXIS® LEXIS- NEXtS® 

Services of Mead Onto Central, Inc 


14998 



2576 


Page 72 


LEVEL 1 • 23 OP 41 ITEMS 

Copyright 1994 The Washington Poet 
The Washington Post 

March 5, 1994, Saturday, Pinal Edition 
SECTION: FIRST SECTION; PAGE A1 
LENGTH: 1446 words 

HEADLINE: White House Counsel Ready to Quit; 

Six Senior Members of Clinton Staff Get Subpoenas Prom Whitewater Special 
Counsel 

SERIES: Occasional ^ 

BYLINE: Ann Devroy, Ruth Marcus, Washington Post Staff Writers 
BODY 

White House Counsel Bernard Nussbaum yesterday told President Clinton he will 
resign this weekend as he and five other senior White House officials were 
subpoenaed by the special counsel investigating a failed Arkansas savings and 
loan with ties to the Clintons. 

Both the resignation and the subpoenas stem from the disclosure this week 
that White House and Treasury officials had three meetings where they discussed 
the status of an investigation of Madison Guaranty Savings a Loan and its 
connections with Whitewater Development Corp. , a land development venture in 
which the Clintons were partners. 

The action brings the Madison case directly into the White House, a bitter 
blow to President Clinton and his aides. None of the subpoenaed aides had been 
implicated in any wrongdoing connected to Madison or Whitewater. Their 
involvement has been in White House efforts to handle the political damage from 
the issue. 

Those receiving subpoenas were White House Deputy Chief of Staff Harold 
Ickes; Hillary Rodham Clinton's chief of staff Margaret Williams; White House 
Communications Director Mark Gearan; senior adviser Bruce Lindsey; Lisa Caputo, 
press secretary to Hillary Clinton; Deputy Treasury Secretary Roger C. Altman, 
and three of his current or former senior aides. 

In addition, a second subpoena calls for the White House to produce all 
documents or memoranda on any meetings, conversations or contacts on Madison 
between any White House staffers and officials of Treasury or the Resolution 
Trust Corp., the independent government agency that conducted the investigation 
of Madison. Altman is serving as the acting head of the RTC. 

All the officials were ordered to appear before a federal grand jury in 
Washington on March 10, when the documents must also be produced. The White 
House, in a memo to the staff, ordered the preservation of all documents or 
notes relating to Madison and warned staffers they could be charged with 
obstruction of justice if they destroyed any of the material. The White House 
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also took stops to praaarv* computer records and any material discarded in 

wastebaskets or in "burn bags* uatd for aanaitiva documents. 

The aubpoenaa were the first indication that special counael Robert B. Fiske 

Jr. haa broadanad hia invaatigation to includa tha meetings in which Whit# Houaa 

and Treasury officials talked about the RTC's investigation into Madison. 

The white House issued a statement last night saying it would "comply fully 

and promptly with tha aubpoana." 

An administration official described the afternoon at the White House as 
"unbelievable," beginning with a call from the FBI to William Kennedy, the 
associate counael who is the FBI contact point at the White House. Kennedy 

informed those to be subpoenaed to gather in the counsel's office, where they 
were served with the legal papers. 

Zn early evening, the FBI returned with a subpoena for the documents . The 

dramatic sequence of events came in the midst of intense discussions occurring 
throughout the White House on the fate of Nussbaum. By the day's end, one 
official said, tha White House staff was "unbelievably furious that Bemie had 
brought this on us. . . . He is supposed to be the gatekeeper to prevent this 
sort of thing entering the White House, and instead, he opened the doors and 
invited it all in.” 

Mussbaum was present at all of the sessions at issue, including one in 
September when Jean Hanson, general counsel at Treasury, informed the White 
House counsel that the RTC was poised to ask the Justice Department to launch a 
criminal investigation into Madison. The RTC request for the investigation 
included references to the Clintons as possible beneficiaries of Madison illegal 
activity, although it did not allege any wrongdoing on their part. 

At another session in October, Gearan; Lindsey,* Mussbaum; Hanson; Josh 
Steiner, chief of staff to Treasury Secretary Lloyd Bentaen, and Jack DeVore, 
the Treasury press secretary, also discussed the status of the RTC 
investigation. Altman, Steiner, Hanson and DeVore, who has since left the 
government, all were subpoenaed yesterday, a Treasury spokesman said. 

Caputo's only known involvement was a telephone conversation she said she had 
with "an RTC guy" whose name and job she said she did not recall. She said she 
had returned a call placed to her, and she dismissed the call as trivial. 

The disclosure of the subpoenas overshadowed the approaching Nussbaum 
resignation. Officials said that after a day of discussions, he had told Clinton 
in an early evening meeting that he would resign this weekend. Officials said 
the formal letters of resignation and presidential acceptance were prepared and 
ready for release but that Nussbaum had asked to delay the announcement for a 
day. 


Sources said that White House officials were considering successors to 
Mussbaum, including Washington lawyer James Hamilton, who helped conduct 
background checks of prospective nominees during the transition and who since 
has becosM the personal lawyer for the family of the former deputy counsel 
Vincent Foster, who committed suicide last July. New York lawyer Susan Thomases, 
a close confidant to Hillary Clinton and a former Mussbaum ally, is among those 
searching for replacements, the sources said. 

LEXIS'-NEXIS» LEXIS'-NEX5« LEXB-NEXISfS 

Services of Mead Data Central, Inc 


15009 



2578 


The Washington Post. March 5, 1994 


Page 74 


The 57 -year -old Nussbaum, who hired Hillary Rodham aa a young lawyer Co serve 
on the House committee considering President Richard M. Nixon's impeachment, 
becomes the first high-level official at the Clinton White House to resign under 
fire. He has been at the center of several ethical controversies. 

Nussbaum made his mark as a Wall Street lawyer specializing in the 
high-stakes takeover litigation that boomed during the 1990s and. boasted last 
year that he had "the single best training anybody could have for this job": 
advising corporate chieftains. But in the view of many colleagues, he had a hard 
time making the transition to a job that required a blend of legal skills and 
political judgment, and in which his litigator's instinct to fight on often 
caused more harm than good. 

Even before the furor over his Madison meetings, Nussbaum had been the target 
of significant criticism. Some outside observers and senior White House aides 
believed that his tenure was a problem for the president but that Nussbaum was 
too proud to quit under pressure and that the Clintons were too loyal to force 
him out. 

Nussbaum was involved in many of the most damaging ‘episodes of the Clinton 
administration's first year: the vetting of prospective attorney general nominee 
Kimba M. Wood; the nomination and eventual withdrawal of Lani Guinier to head 
the Justice Department's office of civil rights; the firing of the White House 
travel office, and the handling of Whitewater documents after Foster's suicide. 

Administration officials yesterday said the intermittent pressure on Nussbaum 
to resign had exploded this week when the White House contacts with Treasury 
were revealed. Administration officials concluded yesterday that not only was 
Nussbaum' s continued presence at the White House causing the president serious 
political damage, but also that Nussbaum' s ability to perform his job had been 
irreparably harmed. 

Through a long day of appearances yesterday, Clinton was asked five separate 
times about Nussbaum and whether he retained confidence in his friend and 
counsel. The president did not come to Nussbaum' s defense, but instead, defended 

tha action* Ha took tHia waak to pravant furthar contacta batwaan Whita Houaa 
officials and others on the Whitewater or Madison matters. 

The meetings about the RTC request for a criminal investigation into Madison 
have led to Republican charges that the White House was trying to manipulate or 
get advance details on an investigatory action involving the president. 

Republicans continued their calls yesterday for congressional investigations 
into the contacts, and in the Senate have threatened to hold up some Clinton 
nominations unless hearings into the contacts are held. 

Officials at the White House yesterday said much of the routine work there 
paused as the president's aides chewed over the growing clamor for a Nussbaum 
firing. 

One senior official said Nussbaum retained "very little support even though 
he gets a lot of sympathy” among the president's staff because of the perception 
there that he not only has failed to save the White House from ethical 
embarrassments but caused some of them. Officials said Nussbaum' s future was 
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discussed in sc least three separate sessions that occurred throughout the day 
at the White House, ending with a final meeting with the president in the Oval 
Office that stretched into the early evening. 


GRAPHIC: PHOTO, WHILE CLINTON REFUSED COMMENT AT NEWS CONFERENCE YESTERDAY, 
WHITE HOUSE OFFICIALS SAID MUCH ROUTINE WORK HAD PAUSED OVER THE NUSSBAUM 
CONTROVERSY. FRANK JOHNSTON; PHOTO 
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BODY 

Documents shredded last month by a courier at the Rose law firm in Little 
Rock, Ark., contained firm financial statements and minutes of partnership 
meetings, according to firm lawyers, and not sensitive materials handled by 
Vincent Foster, who served as deputy White House counsel before his suicide last 
July. 

But investigators reexamining the circumstances of Foster's suicide and the 
law firm's relationship to the failed Madison Guaranty Savings k Loan have 
questioned the courier, Jeremy Hedges, a college student employed by the firm, 
before a federal grand jury, according to sources close to the firm. 

Foster, Hillary Rodham Clinton and Associate Attorney General Webster L. 

Hubbell were Rose partners before coming to Washington . The law firm represented 
Madison and a number of businesses linked to the SSL. Foster's suicide is part 
of the wide-ranging investigation into Madison and the Clintons' Whitewater real 
estate venture being conducted by Special Counsel Robert B. Piake Jr. 

Fiske said Feb. 9 that he would investigate an allegation reported in the 
Washington Times that Rose employees shredded documents related to the 
Whitewater investigation. 

The New York Times reported yesterday that Hedges was brought before the 
Whitewater grand jury on Feb. 16 and testified that he did not know exactly what 
he Tied shredded but that the outside of the box bore Foster's initials, as did 
binders contained inside. He also reportedly said he saw Foster's name on some 
of the documents. 

Rose firm sources said the box of material to be shredded was put together by 
a clerk in helping a lawyer change offices. 

Foster had worked on Whitewater tax returns for the Clintons, and at the time 
of his death had set up a blind trust for their assets. 

The Rose firm, one of the largest in Arkansas, has been at the center of 
controversy over its representation of Madison before the state securities 
commission while Bill Clinton was governor. Hillary Clinton helped represent the 
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S4L in the matter. 

The firm hea been conducting an internal inquiry into the client billing 
practices and expense accounts of Hubbell, a former managing partner. 
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An irrepressible, energetic lawyer who made a fortune on Wall Street as a 
takeover litigator, Bernard Nussbaum encountered difficulty almost from his 
first days in the counsel's job. 

Many officials at the White Mouse and elsewhere have said for months that his 
professional mind set of fighting to the death is not well-suited to the 
counsel's position, where the president's chief lawyer is called on to make 
judgments at the intersection of law and politics. 

At the White House this week, few if any senior officials were willing to go 
beyond a token defense of Nussbaum's presence. "There are some who are very 
upset and think that he's the top ethics enforcer and can't believe that a 
series of events raising ethical questions have also centered on him, " one 
senior official said. On the other hand, the official said, "there is a body of 
thought here that it's terribly important to treat Bernie with fairness and 
dignity on this." 

Aa the furor over his activities mounted, Nussbaum's reluctance to resign was 
character is tic. Some suggested this week, that it was precisely that defiant 
stubbornness that attracted the president and Hillary Rodham Clinton to 
Nussbaum. 

"The accusation against Bernie is he's been an overly zealous advocate," 
another senior official said. "You drop out the adjective and you find what the 
president and the First Lady find to be a desirable coanodity in there." 

Nussbaum first met the Clintons when Hillary Rodham worked for him as a 
junior lawyer on the House Watergate committee considering impeachment 
proceedings against President Richard M. Nixon. Rod h a m told him at the time that 
her then-boyfriend, a young Arkansas lawyer named Bill Clinton, was about to run 
for Congress and would be president someday. 

Nussbaum scoffed, but he kept in touch with the young lawyers over the years, 
contributing to Clinton campaigns and helping raise funds during the 
presidential campaign two years ago. When the Clintons got to the White House, 
they wanted a tough and experienced lawyer who would be unquestionably loyal to 
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them. Nussbaum fit the bill, and he came to the White Houae, hanging a 
black-and-white photograph of the impeachment committee ataff on the wall of hia 
Meat Wing office next to the Firat Lady 1 a. 

But while Nussbaum 's irreverent and somewhat frenetic manner made him a 
popular figure among the White Houae ataff, doubta quickly aroae about hia 
political judgment. 

Muaabaum waa not involved with the initial aelection of corporate lawyer Zoe 
E. Baird to be attorney general, but hia firat instinct waa to fight on even 
after disclosures that. she had employed undocumented immigrants as household 
help evaporated her support in the Senate. He then failed to question closely 
the next prospective nominee, federal Judge Kimba wood, leading to the belated 
discovery that she too had hired an illegal immigrant to care for her child. 

Then, Nussbaum failed to heed warnings that university of Pennsylvania law 
professor Lani Guinier's academic articles on voting rights could cause problems 
for her confirmation as assistant attorney general for civil rights. Eventually, 

Clinton was forced to withdraw Guinier's nomination, saying he never would have 
picked her had he read the articles himself. 

The problems that those missteps caused for Nussbaum paled in comparison to 
the outcry over a series of incidents in which he was seemingly heedless of how 
his actions would appear to outsiders. 

The first was the handling of the White House travel office firings. 

Associate Counsel William Kennedy contacted the FBI directly to investigate the 
allegation of wrongdoing by the employees -- drawing a rebuke from Attorney 
General Janet Reno and Nussbaum' s promise not to let it happen again. 

Nussbaum himself -- despite his Watergate experience -- sat in- on a White 
House meeting with the FBI to draft a press release confirming the existence of 
a criminal investigation, an episode that raised the specter of the White House 
using a law enforcement agency for its own political purposes. 

Nussbaum' s difficulties mounted with the death last summer of Deputy Counsel 
Vincent Foster. The night Foster committed suicide, Nussbaum and other top aides 
entered Foster's office to look for a note, then failed to seal the office. 

When Park Police officers arrived to investigate, they found Nussbaum 
uncooperative. He initially refused them permission to enter Foster's office or 
to examine his papers. When he did permit a Justice Department -Park Police 
search, Nussbaum insisted on going through the documents himself and turning 
over anything he found relevant. In that search, Nussbaum overlooked Foster's 
torn-up note decrying life in Washington. 

At the time, the White House said Foster's personal papers were given to his 
personal lawyer and his official files parceled out among the office. Months 
later, it was revealed that a third category of documents -- personal files of 
the Clintons', including files on Whitewater -- were given to the Clintons' 
private lawyer. 

At that point, Nussbaum exacerbated the problem of the belated revelation by 
suggesting that Clinton might cite executive privilege and withhold the 
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document* from prosecutors if they sought them -- s cXsssic lawyer's response 
but a political blunder. Several days later, but not without a series of 
damaging stories, the documents were in fact provided. 

Nussbaum was also in the forefront of resisting the increasing clamor for 
appointment of a special counsel to investigate Whitewater, the real estate 
development venture in which the Clintons were partners. "Bernie fought and 
fought and fought that to the end and fought past the end," said one official. 
"Even after it was done he would say it was wrong, it was a mistake." 

The furor that finally caused Nussbaum' s demise was triggered by the 
disclosure of Nussbaum' s participation in three meetings with Treasury 
Department officials concerning the investigation of Madison Guaranty Savings 
ft Loan. In one meeting, Nussbaum was informed that the Clintons were named in a 
Resolution Trust Corp. request for a criminal investigation of the failed 
Arkansas thrift. 

Another senior official, asked for an assessment of Nussbaum' a performance, 
could say only, "I think he's very loyal and committed to the president... . I 
think there have been misstepi that a lot of people have made around here." 

Asked whose tally was longer than Nussbaum' s, the official sighed. "It's 
tough, " he said. 


GRAPHIC: PHOTO, BERNARD NUSSBAUM WAS DESCRIBED BY ONE SENIOR OFFICIAL AS "AN 
OVERLY ZEALOUS ADVOCATE." 
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Webster L. Hubbell billed taxpayers more than $20,000 for work on a 
Madison Guaranty Savings and Loan Association matter during one 20-day period 
in August 1990, despite his contention that he had only "indirect" involvement 
in the case. 

As managing partner of Little Rock's Rose Law Firm, Mr. Hubbell submitted a 
bill to the federal government that said he worked without a day off, through 
three weekends, averaging more than eight hours a day between Aug. 4 and Aug. 

23, 1990, at a fee of $125 an hour. 

The bills raise a fundamental question about Mr. Hubbell 's role in a matter 
where federal auditors feared he had a conflict of interest. In an attempt to 
soothe those concerns, Mr. Hubbell assured a federal lawyer overseeing the case 
that his involvement would be indirect. 

But his billing of the government indicates a full-time role. 

Mr. Hubbell 's billing practices are the subject of an in-house 
investigation at the Rose firm, according to a report Wednesday in The 
Washington Post. 

In a statement released that day, Mr. Hubbell, now associate attorney 
general, acknowledged that he had been questioned by the firm about his 
billings. He added, however: "I am not aware of any investigation, and I have 
never overbilled a client.” 

The Rose firm had gotten the Madison contract to represent the Federal 
Deposit Insurance Corp. , which had taken over the failing thrift despite the 
concerns of at least three federal regulators that Mr. Hubbell' s involvement 
would constitute a conflict of interest. 

Mr. Hubbell has denied the conflict-of-interest allegations. Those charges 
have become part of special counsel Robert B. Fiske Jr.'s investigation of 
matters relating to Whitewater-Madison . 

Mr. Hubbell, who has recused himself from the ongoing Whitewater-Madison 
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Inquiry, yesterday refused comment on any matter related to the Madison case. 

The bills examined by The Washington Times give only a sketchy account of 
the work Mr. Hubbell said he was perforating. For example, on Sunday, Aug. 19, 

1990, Mr. Hubbell charged the government $1,0S0 for 6.4 hours spent in "trial 
preparation; prepare cross-examination." No trial ever occurred in the case, 
which was settled out of court. 

On Sunday, Aug. S, 1990, Mr. Hubbell charged $1,037.50 for 8.3 hours for 
"work on pre-trial issues; research, review work papers for cross-examination." 

Mr. Hubbell was one of seven members of the Rose firm who billed the 
government during that month. The total for the period reached $7S,486. 

Hillary Rodham Clinton, another Rose partner, represented Madison in a 
separate matter before Arkansas state banking regulators. Mrs. Clinton and her 
husband - then governor of Arkansas - were partners with Madison President James 
B. McDougal and his wife, Susan, in Whitewater Development Corp., a northern 
Arkansas real estate venture. 

In a bill submitted for his August work and that of his colleagues, Mr. 

Hubbell sounded chagrined to be charging the federal government at such a rate. 

"X am enclosing our firm's bill for the month of August. I apologize for its 
size," he wrote an FDXC official. 

By the time the case was settled. Rose had billed the government - which by 
then had taken over Madison - $400,879 and agreed to a questionable settlement 
with a Little Rock accounting firm. Frost a Co. , which had been sued for 
improper auditing of Madison. 

The $1 million settlement 1 in the case, which has drawn severe criticism from 
members of Congress, was only a fraction of the insurance Frost carried. The 
Rose firm's fees were 40 percent of the money recovered in the settlement. 

In a letter to the FDIC inspector general. Rep. Jim Leach, Iowa Republican, 
urged an investigation of that deal. "Mr. Hubbell settled the suit for a 

fraction of tha firm's insurance coverage, and then had the gall to demand 
$400,000 in fees," he said. 

Sen. Lauch Faircloth, North Carolina Republican, wrote to the acting 
director of the FDIC this week urging that the Hubbell connection to the Madison 
case be investigated further. 

"It would appear either that Mr. Hubbell did a significant amount of work 
on the case, and thus had a conflict of interest, or that Mr. Hubbell did an 
insignificant amount of work and padded the bill to make it appear as if he did 
do a significant amount of work," Mr. Faircloth wrote. 

When the Rose Law Firm sought the contract in the suit against Frost fc Co . , 
which in 1985 had found Madison solvent, it raised red flags for federal 
officials handling the Madison meltdown. 

Paul Jeddeloh, a staff attorney for the FDIC, wrote to April Breslaw, the 
lawyer handling the matter for the federal agency in Washington, expressing his 
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concerns in June 1989. 

He pointed out that Mr. Hubbell's father-in-law, Seth Ward, was a "Madison 
Insider" who "was able to obtain a judgment against Madison of approximately 
$447,000." 

David Paulson, FDIC managing agent of Madison, expressed the same concerns 
as Mr. Jeddeloh in letters to Ms. Breslaw. 

Reached at his office yesterday. Mr. Paulson, now an auditor at Agribank in 
Minneapolis, said: "We had concerns from the start. We tried to elevate those 
concerns to a higher level in Washington, but we never got it resolved. A 
prudent individual would have drawn the conclusion that there was a conflict." 

Mr. Paulson said that it had been emphasized that the federal regulators 
were trying to clear up an S6L mess that "stunk with insider deals. The word at 
the time was that we were to take ultimate care on possible conflicts; we were 
here to clean up that mess; and we didn’t want our integrity impaired." 

Another federal regulator, PDIC credit specialist Kenneth Schneck, wrote in 
August 1989 that "an apparent conflict exists in that Mr. Hubbell is the 
son-in-law of Seth Ward who was an insider at Madison Guaranty and is the 
brother in law of Seth Ward II. Both of these men have sued Madison 
Guaranty . " 

Once the FDIC had taken over Madison, a suit against the S&L by the Wards 
became, in effect, a suit against the government, which was paying the Rose firm 
and Mr. Hubbell to represent it in a related Madison matter. 

Ms . Breslaw, the Washington-based attorney overseeing the Madison case for 
the FDIC's director's and officer's liability section, sought to assuage those 
concerns . 

In a June 1989 letter to Mr. Paulson, she said, "I understand your concern 
about Webb Hubbell's family relationship to Mr. Ward. However, it's important 
to keep things in perspective . " 

Ms. Breslaw also told Mr. Paulson that Mr. Hubbell had assured her he was 
not the "primary" attorney in the case. "Hubbell is involved only in an 
indirect way, " she said. "I am not inclined to take a $10 million case away 
from counsel that has obtained fine results in other matters . ” 

But the billing records show much more than an "indirect" involvement by Mr. 
Hubbell. During the month of August 1990, he billed the government for 180 
total hours . Richard T. Donovan, ostensibly the lead attorney on the case, 
submitted a bill for 104 hours. 

GRAPHIC: Graphic, Rose Law Firm billing records ; Chart, HUBBELL'S BILLINGS, 
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The FBI last night subpoenaed six top White House officials, three Treasury 
Department officials and doc u m en ts relating to meetings at the White Bouse 
concerning a federal probe of a failed Arkansas thrift linked to President 
Clinton. 

TEe subpoena, served by an PBI agent to all six in the White House counsel's 
office, forced the White House to delay until today the ouster of Counsel 
Bernard w. Nussbaum. A senior administration official said Mr. Nusabaum would 
resign today. 

Mr. Nussbaum, under fire for his secret meetings with Treasury officials, 
was <me of the six White House aides subpoenaed in special counsel Robert B. 
Piske Jr.'s investigation of ‘ Madison Guaranty Savings and Loan Association of 
Little Rock, Ark. 

Mr. * Piske is investigating whether Madison’s owner, James B. McDougal, 
diverted depositor money to Nr. Clinton's 19B4 gubernatorial campaign and to 
the Whitewater Development Corp. , a land deal in which Mr. McDougal and his 
wife, Susan, were partners with the Clintons. 

Also subpoenaed were senior presidential adviser Bruce Lindsey; 
Communications Director Mark Gearan; Deputy Chief of Staff Harold Ickes; Lisa 
Caputo, first lady Hillary Rodham Clinton's press secretary; and Margaret A. 
Williams, Mrs. Clinton's chief of staff. 

Legal experts said the special counsel ' s action was swift and sent a signal 
to the White Bouse that he isn't going to allow meddling in his probe. 

"It was the prudent thing to do," Washington lawyer Jed L. Babb in said. 

Mr. Clinton, who was attending the musical "Grease" at the National Theater 
when White House spokeswoman Dee Dee Myers announced Mr. Piske 'a action, had no 
comment. 


Miss Myers said in stateswnt that the PBI delivered the subpoena at 7 p.m. 

It demands "the production of documents concerning conversations between the 
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White House end the Department of Treasury or Resolution Trust Corp. (RTC) with 
regard to the Madison Guaranty matter," she said. 

"The White House will comply fully and promptly with the subpoena," Miss 
Myers said. 

The White House has said Mr. Nussbaum attended at least three meetings with 
RTC and Treasury officials: 

* In late September Mr. Nussbaum and Deputy Treasury Counsel Jean Hanson 
discussed the naming of the Clintons in the RTC's probe of Madison. 

Federal regulators closed Madison in 1989 at a cost of $50 million. 

* RTC officials met at the White House in October with Mr. Nussbaum, Mr. 

Gear an, Mr. Lindsey, Ms. Hanson, and two Treasury officials - Jack Devore, 

Treasury Secretary Lloyd Bentsen's spokesman at the time, and Josh Steiner, Mr. 

Bentsen's current chief of staff. 

* A meeting was held early last month at the request of Deputy Treasury 
Secretary Roger C. Altman, who is the acting head of the RTC, in Mr. 

Nussbaum' s office. It included Mr. Ickes and Ms. Williams. 

Mr. Altman, Ms. Hanson and Mr. Steiner also received subpoenas last 
night . 

Those meetings, which gave the impression that the White House received 
inside information on the Madison investigation, sparked congressional calls for 
Mr. Nussbaum' s firing and for hearings to probe the gatherings. 

At a news conference yesterday with Ukrainian President Leonid Kravchuk. Mr. 

Clinton said he had taken measures to block future meetings between White House 
officials and outside agencies looking into the Whitewater -Madison affair. 

"Let's don't mess it up. I mean, I've made it as clear as I can: Bend over 
backwards to avoid any appearance of conflict; set up a fire wall between the 
white House and any of the appropriate agencies; have a central point of contact 
if anyone calls us,” Mr. Clinton said. 

To prevent any shredding or other disposal of documents detailing 
discussions at the meetings. White House Deputy Counsel Joel Klein issued three 
memos to all White House staff forbidding such action. 

His memos bar the removal of all "burn bags," trash and computer records in 
the White House "Oasis" computer system in the West Wing. That rule is in 
effect until just before the six senior staffers testify. 

The provision was apparently sought to a White House version of the 
shredding of Madison- and Whitewater -related documents that sources say took 
place at Little Rock's Rose Law Firm, the former employer of Mrs. Clinton and 
others in the administration. 

"The destruction of documents after receipt of this subpoena may constitute 
obstruction of justice," Mr. Klein wrote in a three-page summation of the 
subpoena. 
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Administration officials said the FBI will col lac t tha documents next wask. 

Nr. Klain's diractiva came a day aftar tha Nhita House issued ethics rules 
governing meetings between its officials and federal agencies looking into 
Nhitewater-Madison. Mr. Nussbaum wrote tha rules. 

And the special counsel's subpoena cams a day after Hr. Behtsen's request 
for the independent Office of Government Bthics to investigate the meetings 
between his staff and the Nhita Bouse. 

Tha subpoena could be politically devastating to tha Nhita House because it 
brings tha Nhitewater probe directly into the Nest Ning. 

The story is expected to escalate today when Nr. Nussbaum resigns after 
defying the president for a day. Mr. Clinton held a meeting with the former 
Wall Street lawyer yesterday, but the counsel deferred requests for his 
resignation until today, after the legal impact of the subpoena could be 
evaluated. 

The expected resignation and the subpoena are coming not long after Mr. 
Clinton bragged that his administration is scandal-free. 

****PHOT/BOX 


NHITB MOUSE COUNSEL 
BORN: March 23, 1937 

EDUCATION: Colusfeia University, B.A. 1951; Harvard University, LL.B. 1961; 
George Nashington university School of Law, honorary doctorate 1993. 

OCCUPATION: Lawyer, federal official 

FAMILY: Married; 3 children 

RSLXGIOM : Jewish 

POLITICAL CAREER: Assistant U.S. attorney. Southern District of New York, 
1962-1966; lawyer and senior partner, Nachtell Lipton, Rosen & Rats in New York, 
1966-1993; senior counsel to House Judiciary Committee during impeachment 
inquiry of Richard Nixon, 1974; counsel to President Clinton, 1993. 

Source: Who's Who in America 1994, White House biography 
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HEADLINE: Nussbaum Weighs Resignation After President 
BYLINE: By NANCY BENAC, Associated Press Writer 
DATELINE: WASHINGTON 
BODY 

under fire for White House handling of the Whitewater land deal, counsel 
Bernard Nussbaum inched toward resigning Friday. One senior official said his 
departure was now only "a matter of timing.” 

The president twice passed up opportunities to publicly defend Nussbaum, then 
met privately with him in the Oval Office late in the day. 

"I have nothing to say," Clinton responded tersely when ashed if Nussbaum 
should quit. Nussbaum* s fate 'clouded after the latest in a series of White House 
missteps linked to his office. 

A senior official who spoke on condition of anonymity said Nussbaum 's 
resignation was "just a matter of timing." 

The latest flare -up came over word that White House aides - including 
Nussbaum - met privately with Treasury officials to discuss the federal inquiry 
into a failed Arkansas thrift with ties to the Clintons. 

Clinton said Thursday it would have been "better if the meetings and 
conversations hadn't occurred, ■ and aides said privately the president was 
particularly upset with Nussbaum. 

The scrappy, 57 -year-old New Yorker has been associated with some of the 
biggest blowups of the Clinton White House. 

There was the fits -and- starts search for an attorney general after Zoe Baird 
withdrew, the doomed nomination of Lani Guinier to a top Justice Department job, 
the abrupt firing - later reversed - of the White House travel office staff, the 
handling of sensitive papers after the suicide of deputy counsel Vince Foster. 

To one extent or another, Nussbaum was involved in all. 
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And now, there are recurring questions about the political hot potato of 
Whitewater, an Arkansas land deal the Clintons invested in during the 1980s. A 
special counsel is probing the failure of Madison Guaranty Savings and Loan 
Association and whether Whitewater investors benefited from questionable Madison 
transactions. 

Nussbaum did not return telephone calls seeking comment. 

Nussbaum last week expressed frustration about backbiting within the White 
House but said he took some solace in reading a biography of John P. Kennedy 
that showed "they had a lot of problems, too," recounted Leonard Garment, a 
Washington lawyer and acquaintance of Nussbaum' s. 

Administration critics are harsh in their judgments of Nussbaum. 

"I don't think he's serving the president very well," said Senate Republican 
Leader Bob Dole. 

"I think what we see here is a total pattern of deceit, of obfuscation, an 
attempt to keep ... the facts and the truth," said Sen. Alfonae D’ Amato, R-N.Y. 

Nussbaum' s' supporters, however, see a talented, hard-working lawyer whose 
successes go unheralded while he catches blame for problems sometimes beyond his 
control . 

"I wouldn't be surprised if Beraie Nussbaum is making 25 or 30 decisions a 
day about an appointment or a meeting or a legal action, ” said one White House 
official who asked not to be identified. "And then you find two or three or four 
over a year about which one can quarrel." 

On one point, all sides agree: Nussbaum survived this long on the trust of 
the only two people who really count - Bill and Hillary Clinton. 

Nussbaum' s ties to the Clintons go back two decades. As senior counsel to the 
House Judiciary Committee during the Nixon impeachment inquiry, Nussbaum got to 
know a young staffer named Hillary Rodham. She introduced a clearly skeptical 
Nussbaum to her boyfriend. Bill Clinton, who had plans to become president. 

As his pleasure at keeping his name out of the press demonstrates, Nussbaum 
is at his best working behind the scenes. His proudest accomplishments: the 
selections of FBI Director Louis Freeh and Supreme Court Justice Ruth Ginsburg. 

His weakness, some White House officials and observers say, is that Nussbaum 
and his staff don't always figure political - as well as legal - considerations 
into their calculations. 

For example, the Clintons were criticized for not quickly giving the Justice 
Department documents on Whitewater that Nussbaum had removed from Foster's 
office. By the time the handoff took place under subpoena, the political damage 
had been done. 

Garment, who was White House counsel to Richard Nixon after John Dean's 
departure, said he chatted with Nussbaum at a legal conference last week in 
Acapulco . 
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"A good part of our conversation was head-shaking on Bernie's part, on how 
you try to rid yourself of a large number of bees and mosquitos buzzing around 
you," Garment recalled. Re said Nussbaum wondered aloud "why people can't keep 
their mouth shut in the White House." 

Garment thinks Nussbaum is getting a bum rap, but added this cautionary note: 
"Bum raps have carried people out of the city to distant places." 
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DATELINE: WASHINGTON 
BODY 

President Clinton today said the White House has put up "a clear and 
appropriate firewall" to avoid improper contacts between his staff and an 
investigation into an Arkansas thrift with ties to the Clintons. 

"I want this thing to be done fully, clearly and to be over with,” Clinton 
said at an Bast Room news conference. He refused to comment on whether White 
House counsel Bernard Nussbaum should resign over his handling of the matters 
related to the inquiry. 

At issue are revelations that the White House received three private 
briefings on a confidential investigation into Madison Guaranty Savings and 
Loan Association and the Whitewater land venture that was partly owned by the 
president and Hillary Rodham Clinton. 

Clinton waa maid to be upset that hla aides , particularly Nussbaum, did not 
realize the meetings would cause a flap. Asked today if he thought Nussbaum 
should resign, Clinton told reporters during a Oval Office photo session, "I 
have nothing to add to what I said yesterday. If I have anything else to say 
it'll be later today. I have nothing to say.” 

He refused to say any more when pressed on the issue again at his news 
conference. Clinton also offered a reminder that "no one has still accused me 
... of doing anything wrong in this whole encounter . " 

"We have constructed a clear and an appropriate firewall between the White 
House and any federal regulatory agencies that might have anything to do with 
this,” he added. 

Asked about Republican calls for hearings on Whitewater, Clinton said, "It's 
up to the House to do whatever they think is appropriate to do, not for me to 
tell them what to do." But he added: "It is clear that the Republicans have 
behaved in a fairly blatant, bald and totally political way in this regard." 
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A senior administration official, speaking on condition of anonymity, 
suggested NUssbaum was wrestling with whether to quit. "The. pressure's on," the 
official said, adding that Nussbaum was in "more trouble now" than over past 
missteps . 

Another administration official, speaking on condition of anonymity, said it 
was "appearing more likely that he won't be around much longer." A third adviser 
commented: "While I don't know of any solid timetable, I think Beroie wants to 
move on. I think if he does it would be largely his own doing, and the 
cumulative results of a long time thinking about this, not the events of the 
past days or weeks . " 

Press Secretary Dee Dee Myers today said reports that Nussbaum was 
considering resigning were "news to Bemie" and that he continues to have the 
confidence of the president. She acknowledged, however, that "nobody's 
bullet-proof in this White House." 

"I don't think he's serving the president very well," Senate Republican 
Leader Bob Dole said of Nussbaum today. "And there are others who are not 
serving the president very well," Dole said on NBC. "Z think it's about time 
that some of them pack it in." 

Meanwhile, The New York Times reported today that a courier for the Rose Law 
Firm in Little Rock, Ark., told a federal grand jury on Feb. 16 that he shredded 
a box of documents from the files of White House lawyer Vincent W. Foster Jr., 
who committed suicide last year. 

The courier said he did not know precisely what he had shredded but that the 
papers were separated by binders marked with the initials "VWF, " the firm's 
typical abbreviation for Foster, the Times said. 

The law firm denied any of Foster's papers had been shredded. 

"No files of Vince Foster have been destroyed, " managing partner Ron Clark 
said. 

Clark said the law firm had discussed shredding documents with the clerk, 
identified as Jeremy Hedges. "He told us he didn't see any Whitewater documents. 
We think he told us the truth,” Clark said. 

Clark said the documents Hedges referred to were internal documents unrelated 
to Whitewater matters. He said they were shredded in connection with one lawyer 
moving from one office to another and weren't Foster's records. 

Foster was a co-partner of Mrs. Clinton in the Rose firm before Clinton was 
elected in November 1992 and brought him to Washington as deputy White House 
counsel. Foster was found shot to death outside the capital in July. 

Authorities ruled the death a suicide, but special counsel Robert Fiske is 
reviewing the case as part of a broader probe of Arkansas financial dealings by 
the Clintons and others, including the Whitewater real estate development. 

Republicans pounced on Thursday's disclosure of private briefings related to 
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the Hadison affair, suggesting that the White House was trying to influence the 
inquiry through political appointees familiar with the complicated 
investigation. Senate Minority Leader Bob Dole accused the White House of 
"mixing politics with law enforcement.” 

White House Chief of Staff Mack McLarty issued a memo Thursday instructing 
staff to restrict contact with agency officials and federal regulators, clearing 
all discussions about Whitewater and the thrift through the White House legal 
team. 


And Treasury Secretary Lloyd Bentsen ordered his staff to have no further 
contact with the White House about the case and referred the matter to the 
Office of Government Ethics "to ensure that all ethical guidelines were 
followed. " 

The White House said nothing improper was done, but conceded that holding the 
private meetings opened Clinton to charges of a cover-up. 

"I have every confidence in what the facts will reveal," Clinton told 
reporters. "So I think that it's very, very important that while all this is 
going on that the activity around it should be handled in such a way as to avoid 
even the appearance of a conflict.” 

In a letter to Senate leaders, 43 Republican senators prosiised to block the 
administration's nomination of Ricki R. Tigart to head the Federal Deposit 
Insurance Corp. until a congressional hearing is conducted on a White House 
briefing by Deputy Treasury Secretary Roger Altman. 

Altman, a Clinton appointee and interim head of the SSL watchdog Resolution 
Trust Corp., surprised lawmakers last week with confirmation of the briefing. 

In a letter Thursday to Senate Banking Committee Chairman Don Riegle, Altman 
said the briefing was cleared in advance by the Treasury Department's designated 
ethics officer. 
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Hillary Rodham Clinton's former law firm had many cases similar to the one 
it handled for a failed thrift at the center of an investigation into the first 
family's business dealings, records show. 

According to Resolution Trust Corp. records examined by The Associated Press, 
the Rose Law Firm has received 22 government contracts in savings and loan 
cleanup cases since 1989, reaping well over $ 1 million. 

The law firm's work so far has yielded at least $ 1.27 million, the records 
show. And if it is paid the full amount budgeted for its remaining cases, the 
firm stands to make at least an additional $ 600,000. 

The work awarded to the Little Rock firm, one of Arkansas' oldest and most 
prestigious, has generally involved helping regulators pursue thrift officers 
and others they believe responsible for SSL failures in Arkansas. 

All but one of the contracts has com e from the Resolution Trust Corp., the 
agency Congress created to take over the S&L cleanup in 1990 from the Federal 
Deposit Insurance Corp. 

Most cases were handled by lawyers other than the firm's "Famous Four" - Mrs. 
Clinton, Associate Attorney General Webster Rubbell, the late deputy White House 
counsel Vincent Foster and White House lawyer William Kennedy. All followed 
President Clinton to Washington. 

According to the billing records. Rose lawyers have charged taxpayers between 
$ 75 per hour for junior associates' work to $ 140 an hour for work by senior 
partners. The rates are modest in comparison with billings from fizms in bigger 
cities such as New York, where hourly fees can run to $ 200 or more. 

The firm's most lucrative go v ernment deal came in 1989 whan the FDIC hired 
Hubbell to represent the government in a lawsuit involving Madison Guaranty 
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Savings and Loan, a failed Arkansas thrift that has engulfed the Clintons in 
controversy. 

Rose was hired to sue Madison's former accountants for negligence. Hubbell 
settled the $ 10 million claim for $ 1 million; his work earned the firm some $ 
400,000. 

Hubbell has acknowledged he recently was questioned by the firm about certain 
billings for his work, including one involving the RTC. 

The Washington Post said the firm was trying to determine whether its former 
senior partner had overcharged clients or billed the firm for personal expenses. 
Hubbell denied any wrongdoing and said he was helping the firm locate 
documentation to back up his charges. 

The billing records show Hubbell was listed as the supervising lawyer in 
three of the Rose cases. In two, the RTC questioned Rose's billings and rejected 
several small charges as excessive, the records show. 

One case involved the failure of Pirst Savings of Arkansas, for which the 
Rose firm estimated its work would cost $ 173,400. 

According to the records, the RTC rejected nearly $ 1,400 in billings 
including $ 490 for "Travel at Pull Rate," $ 222 for "unauthorized fees," $ 215 
in "Inappropriate Attorney Services," $ 200 in fees for incomplete 
documentation, $ 140 in duplicate billings from different attorneys for the same 
work, $ 110 in excess paralegal costs and $ 16.26 in miscellaneous expenses. 

The last item rejected was a mere 20 -cent copying fee, the records show. 

In another case involving the failed American Home SAL Association, the RTC 
rejected about $ 300 in charges, most for travel expenses. 

It is not unusual for the government to disallow some billings when 
contracting with private firms. 

The records also show that when Hubbell worked for the government, he charged 
$ 140 an hour. His normal rata at tha tima was $ 1SS, tha racorda said. 

The $ 140 hourly figure is the same charged by other senior Rose partners who 
have worked with the RTC, including attorney Richard Donovan , who is the firm's 
current liaison for SAL work. 

Late last year, it was revealed that prior to Rose's work for the government 
in 1989, the firm, including Mrs. Clinton, had done work for Madison SAL on a 
regulatory matter before state officials. 

Furthermore, it was learned that Hubbell 'a father-in-law had extensive 
financial dealings with the SAL and served as an officer on its real estate 
subsidiary. 

PDIC officials questioned whether Hubbell had adequately notified regulators 
of the potential conflicts, and a formal investigation cleared Hubbell of 
wrongdoing. Congressional Republicans pushed for a second probe. 
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under fire for White House handling of the Whitewater land deal, counsel 
Bernard Nussbaum was poised Friday to resign. A senior official said his 
departure was only "a natter of timing" and could coma as soon as Saturday. 

The president twice passed up opportunities to publicly defend Nussbaum, then 
met privately with him in the Oval Office late in the day. 

"I have nothing to say,” Clinton responded earlier, when asked if Nussbaum 
should quit. Nussbaum' s fate dlouded after the latest in a series of White House 
missteps linked to his office. 

A senior official who spoke on condition of anonymity said Nussbaum 1 s 
resignation was "just a matter of timing" and that en exchange of letters 
finalising his departure could come as soon as Saturday. 

The Washington Post, citing unidentified sources, reported in Saturday 
editions that Nussbaum told Clinton that he would resign Saturday. 

The latest flare-up came over word that White House aides - including 
Nussbaum - met privately with Treasury officials to discuss the federal inquiry 
into a failed Arkansas thrift with ties to the Clintons. 

Clinton said Thursday it would have been "better if the meetings and . 
conversations hadn't occurred," and aides said privately the president was 
particularly upset with Nussbaum. 

The scrappy, 57-year-old New Yorker has been associated with some of the 
biggest blowups of the Clinton White House. 

There was the fits -and -starts search for an attorney general after Zoe Baird 
withdrew, the doomed nomination of Lani Guinier to a top Justice Department job, 
the abrupt firing - later reversed - of the White House travel office staff, the 
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handling of sensitive papers after the suicide of deputy counsel Vince Foster. 

To one extent or another, Nussbaum was involved in all. 

And now, there are recurring questions about the political hot potato of 
Mhitewater, an Arkansas land deal the Clintons invested in during the 1990s. A 
special counsel is probing the failure of Madison Guaranty Savings and Loan 
Association and whether Whitewater investors benefited from questionable Madison 
transactions. 

Nussbaum did not return telephone calls seeking comment. 

Nussbaum last week expressed frustration about backbiting within the White 
House but said he took some solace in reading a biography of John F. Kennedy 
that showed "they had a lot of problems, too,” recounted Leonard Garment, a 
Washington lawyer and acquaintance of Nussbaum' s. 

Administration critics are harsh in their judgments of Nussbaum. 

"I don't think he's serving the president very well,” said Senate Republican 
Leader Bob Dole. 

"I think what we see here is a total pattern of deceit, of obfuscation,” said 
Sen. Alfonse O'Amato. R-N. Y. 

Nussbaum 'a supporters, however, see a talented, hard-working lawyer whose 
successes go unheralded while he catches blame for problems sometimes beyond his 
control. 

”1 wouldn't be surprised if Bernie Nussbaum is making 25 or 30 decisions a 
day about an appointment or a meeting or a legal action, ” said one White House 
official who asked not to be identified. ”And then you find two or three or four 
over a year about which one can quarrel . " 

On one point, all sides agree: Nussbaum survived this long on the trust of 
the only two people who really count - Bill and Hillary Clinton. 

Although Clinton didn't offer an endorsement of his embattled aide, he 
accused Republicans of behaving "in a fairly blatant, bald and totally political 
way" in their accusations of White House meddling in the federal investigation 
of Whitewater. 

Nussbaum' s ties to the Clintons go back two decades. As senior counsel to the 
House Judiciary Committee during the Nixon impeachment inquiry, Nussbaum got to 
know a young staffer named Hillary Rodham. She introduced a clearly skeptical 
Nussbaum to her boyfriend. Bill Clinton, who had plans to become president. 

Nussbaum is at his best working behind the scenes. His proudest 
accomplishments: the selections of FBI Director Louis Freeh and Supreme Court 
Justice Ruth Ginsburg. 

His weakness, some White House officials and observers say, is that Nussbaum 
and his staff don't always figure political - as well as legal - considerations 
into their calculations. 


LEXIS* N 



Services of Mead Data Central. Inc 


LEXIS'- NEXE'iS LEXE-NEXE'« 


15E< 



2602 


The Associated Press, March 4, 1994 


Page 98 


Por example, the Clintons were criticized for not quickly giving the Justice 
Department documents on Whitewater that Nussbaum had removed from Poster's 
office. By the time the handoff took place under subpoena, the political damage 
had been done. 

Garment, who was White House counsel to Richard Nixon after John Dean's 
departure, said he chatted with Nussbaum at a legal conference last week in 
Acapulco . 

"A good part of our conversation was head-shaking on Bernie's part, on how 
you try to rid yourself of a large number of bees and mosquitos buzzing around 
you," Garment recalled. He said Nussbaum wondered aloud "why people can't keep 
their mouth shut in the White House." 

Garment thinks Nussbaum is getting a bum rap, but added this cautionary note: 
"Bum raps have carried people out of the city to distant places." 
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The FBI served subpoenas on six of President Clinton's senior White House 
aides Friday night seeking testimony and documents related to a probe of a 
failed Arkansas thrift with ties to the Clintons. 

The subpoenas ask for information on contacts between White House staff and 
Treasury Department officials related to the federal inquiry, the White House 
said. Revelations earlier this week about such contacts prompted questions about 
possible conflicts of interest that could compromise an independent 
investigation. 

The multiple subpoenas underscored the extraordinary steps special prosecutor 
Robert Fiske was taking in the early stages of his investigation into the 
failure of Madison Guaranty Savings and Loan Association. 

As part of that inquiry, Fiske is trying to determine whether investors in a 
Arkansas real estate venture known as Whitewater - including the Clintons - 
benefited from questionable Madison transactions. 

Press Secretary Dee Dee Myers, in a statement, said "the White House will 
comply fully and promptly with the subpoena." She said that because the 
subpoenas concerned a pending investigation, the White House would have no 
further comment . 

Subpoenas also were served on three officials at the Treasury Department who 
"intend to comply fully," said agency spokesman Howard Schlosa. 

Subpoenaed at the White House were Harold Ickes, deputy chief of staff; Bruce 
Lindsey, senior presidential adviser; Mark Gearan, the communications director; 

Bernard Nussbaum, white House counsel; Lisa Caput o, press secretary to Hillary 
Rodham Clinton; and Maggie Williams, Mrs. Clinton's chief of staff. 

Nussbaum was said late Friday to be planning to resign in the wake of 
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questions about the contacts between White House sta££ - including himself - and 
Treasury officials. Clinton passed up two opportunities to publicly defend 
Nussbaum on Friday and met with him late Friday in the Oval Office. 

Aides said a resignation announcement could come as early as Saturday. 

The flurry of legal activity at the White House came late on a day when 
Clinton had said he was determined to cooperate with federal investigators in 
hopes of putting questions about Whitewater to rest. 

"I want this thing to be done fully, clearly and to be over with," he said at 
an afternoon news conference. "That is ray only interest, and I intend to pursue 
it with great vigor." 

A White House official sought to put the best face on the potential 
disruption of work among Clinton's key lieutenants. "We'll go forward. It's like 
anything else in the world: You've got to work it in. It's not going to 
overwhelm the White House." 

At Treasury, subpoenas went to deputy Treasury secretary Roger Altman, 
general counsel Jean Hanson, and chief of staff Joshua Steiner. 

The White House subpoena directed the administration to preserve documents 
and records related to Whitewater, and it instructed the six staff members that 
they would be expected to testify before a grand jury here. The subpoenas ask 
the officials to appear on Kerch 10 in U.S. District Court in Washington. 

At the same time, White House Deputy Counsel Joel Klein issued a notice 
barring the destruction of White House computer records. In addition, he issued 
notices to halt the removal of all "burn bags” in the White House, stop the 
removal of all wastebasket trfsh containers and ordered the preservation of all 
computer records. 

Clinton was notified of the subpoenas shortly before they were served at 7 
p.m. EST. "His reaction was that the staff should take all necessary steps to 
comply,” an administration official said. 

The official, who declined to be identified, said the white House probably 
would not provide legal counsel for the subpoenaed aides. "It's up to them if 
they want to hire counsel," the official said. 

The official said the subpoenas were not totally unexpected but that, "We 
didn't know specifically that it was coming." 

A memorandum from Klein to the White House staff said the grand jury subpoena 
calls for, among other things, "any and all documents and-or communications 
referring or relating to any contacts, meetings or conversations about or 
regarding Madison Guaranty Savings a Loan, its subsidiaries or affiliates" 
held between White House staff and officials of the Treasury Department or the 
Resolution Trust Corp. 

It added: "If you have any doubt about whether a particular document is 
called for . . . you must save it . ” 

Klein's memo also warned that "the destruction of documents after receipt of 
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Chia subpoena may constitute obstruction of justice." 

A white House official who spoke on condition of anonymity said the court 
documents were worded such that "I think they leave open the subpoenas of more 
people . • 

The official said the orders to preserve paper documents and computer 
messages went out to the White House staff within an hour of the receipt of the 
subpoenas. 
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The nine White House and Treasury officials subpoenaed Friday to appear 
before a federal grand jury investigating the involvement of President and Mrs. 

Clinton in the Whitewater affair: 

-Bernard Nussbaum, the White House Counsel: Nussbaum is reportedly ready to 
resign his post after taking part in discussions with Treasury officials about 
the status of an investigations by the Resolution Trust Corp. into possible 
criminal wrongdoing in the failure of Madison Guaranty Savings a Loan, an 
Arkansas thrift with ties to the Clintons. The RTC is the government's SAL 
cleanup agency. 

-Mark Gear an, White House Communications director: He confirmed this week 
that White House officials received two briefings from Treasury officials last 
fall. But he denied that there was anything improper in the White House 
discussing an investigation involving the Clintons. He said the meetings were 
held to discuss how to deal with press inquiries, not to blunt the RTC inquiry. 

-Bruce Lindsey, senior presidential adviser: He has been handling questions 
on the Clintons involvement in the Whitewater land deal and Madison. Lindsey 
said officials did not discuss the substance of the RTC investigations but how 
to deal with reporters questions. 

-Harold Ickes, deputy chief of staff: Ickes has been coordinating White House 
damage control efforts in the face of the widening investigation. 

-Lisa Caputo, press secretary to Hillary Rodham Clinton. She has said she 
received a call from an RTC official last fall who told her about press 
inquiries involving Whitewater and Madison. She said she had not solicited any 
information but was simply returning a phone call. 

-Maggie Williams, Mrs. Clinton’s chief of staff: She attended at least one of 
the meetings at which Treasury officials discussed Whitewater and Madison. 

-Roger Altman, deputy secretary of the Treasury: He is the acting head of the 
RTC and touched off criticism when he disclosed during congressional testimony 
that he had briefed White House officials in February about how the agency would 
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deal with any civil claias growing out of Madiaon' • failure. 

-Jean Hanson, tha Traaaury Department's ganaral counsel: Sha reportedly told 
Nusabausi last fall that the Clintons were turned by the RTC as possible 
beneficiaries of questionable transactions at the SSL but were not accused of 
any wrongdoing. She was involved in RTC business. 

•Joshua Steiner, Treasury Departswnt chief of staff: He attended the second 
Mhitewater nesting with White House officials. 
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HIGHLIGHT 

In a surprise move, Whitewater special counsel Robert Fiske, acting through the 
FBI, has subpoened papers from several White House and Treasury Department 
officials. 

BODY 

LINDEN SOLAS, Anchor: Taking a look at our top stories this hour, there are 
new developments in the so-called Whitewater affair. CNN's senior White House 
correspondent. Wolf Blitzer, 'joins us now live from the White House with the 
latest developments. Wolf? 

WOLF BLITZER, Senior White House Correspondent: The latest developments indeed 
are dramatic, Linden. The White House has been served FBI subpoenas - a grand 
jury subpoena by the FBI on behalf of the special counsel Robert Fiske, asking 
for all documents related to conversations that senior White House officials 
have had with Treasury Department officials involving the collapse of the Little 
Rock Savings and Loan - the Madison Guaranty Savings and Loan. 

In addition, six senior White House officials have been subpoenaed, ordered to 
testify, and three senior Treasury Department officials, including Deputy 
Secretary Roger Altman, have also been subpoenaed. So all of these developments 
happened this evening about three hours ago, and certainly it's caught a lot of 
us by surprise. 

SOLES: Wolf, the political lightning rod in all of this, so to speak, has been 
White House counsel Bernard Nussbaum. His resignation apparently was expected 
' this evening . What ' s the status of that now? 

BLITZER: It's still expected. It probably will come over the weekend. . It could 
cosm as early as tomorrow . But there's no doubt that the subpoena that was 
served around 7 p.m. eastern this evening set back plans for Mr. Nussbaum to 
offer his resignation this evening. He went home. He left the White House. 
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He's going to sloop on it. The president went to the theater. They're going to 
probably meet again tomorrow, and we'll be hearing more about Mr. Nussbaum's 
expected resignation over the weekend. 

SOLES: Quite recently there's been a lot of rhetorical clamoring, if you like, 
not only from Republicans but also from the media. Is it possible that that put 
extra pressure on Mr. Piske? 

BLXTZBR: Mr. Piske did indeed come tinder a lot of pressure to come forward with 
these subpoenas, not only from columnists and editorial writers in the news 
media, but also from Republicans on Capitol Hill. 

The issue is whether his independent investigation has been compromised by some 
of the meetings that occurred hear at the Nhite House involving senior Nhite 
House officials with officials from other government agencies > specifically the 
Treasury Department - if the White House got advance information, tips about the 
on-going investigation into the Madison Savings and Loan collapse. If in fact 
that did happen, there could be some question about the entire investigation. 

As a result, the Nhite House has now agreed, of course, to comply with these 
subpoenas. The Nhite House press secretary Dee Dee Myers promising prompt and 
total compliance with the subpoenas. And the deputy Nhite House legal counsel, 
•Joel Kline [sp] ordering, issuing memos to everyone saying they can't destroy any 
information, any documents - including information stored in their computers. 

SOLES: Wolf, what's interesting in all of this is the Nhite House has said it 
will not provide legal counsel for those who have been subpoenaed by Robert 
Piske. Is that part of the internal movement to try and distance the Nhite 
House from the appearance of any sense of meddling in this probe? 

BLITZBR : Nell those six seniov Nhite House officials, including deputy Nhite 
House Chief of Staff Harold Ickes and his senior policy adviser, Bruce Lindsey, 
the communications director, Mark Gearan. Those six White House senior 
officials who were subpoenaed will now have to make a decision on their own 
whether to retain private counsel - an attorney - to represent them. 

As you know the president and the first lady have also hired a private lawyer , 
David Kendall [sp) , from the Washington law firm of Williams and Conley [sp] to 
represent them in their personal dealings involving the fallout from the whole 
Whitewater investigation. So no doubt all nine individuals - three from 
Treasury, six from the Nhite House - will almost certainly go out and hire 
lawyers at this point. 

SOLES: CNN's senior Nhite House correspondent. Wolf Blitzer, thank you. 


The preceding text has been professionally transcribed. However, although 
the text has been checked against an audio track, in order to meet rigid 
distribution and transmission deadlines, it may not have been proofread against 
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WASHINGTON -- President Clinton acknowledged Thursday that his 
top aides had been briefed by federal authorities on a confidential 
investigation of his former Arkansas business partner and said the 
meetings should never have taken place. But he denied his staff had 
done anything improper. 

""As nearly as I can determine, no one has actually done 
anything wrong or attempted to improperly influence any government 
action. But I think it would be better if the meetings and the 
conversations hadn't occurred, ' ' Clinton said. 

He said ha had ordered his staff to " "bend over backwards ' ' 
from now on to avoid the appearance of impropriety or meddling in 
the federal investigation of the Madison Guaranty Savings and Loan 
and its owner, James McDougal, who was also a co- investor with the 
president and his wife, Hillary Rodham Clinton, in the money-losing 
Whitewater land development venture. 

Federal authorities have been investigating whether M c Dougal 
may have diverted Madison deposits to help prop up Whitewater and 
other failing investment deals during the 1980s when Clinton was 
governor of Arkansas. 

Although the Clintons have not been accused of any 
wrongdoing, their names were mentioned as possible beneficiaries of 
money diversions in a " "criminal referral ' ' report sent to the 
Justice Department last fall by the Treasury Department's 
Resolution Trust Corp 

Clinton confirmed that at least three meetings had taken 
place involving White House counsel Bernard NUssbaum, other senior 
presidential aides and top Treasury Department officials. White 
House officials acknowledged that in two of the meetings Nussbaum 
was briefed on the status of the RTC probe and how the agency might 
proceed with any civil charges resulting from it. They said the 
third meeting focused on how to manage media inquiries. 
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Clinton aaid he was concerned about the appearance of 
improper or unethical behavior on the part of hia ataff but aaid it 
was not trying to influence the inveatigation. still, he aaid, ""We 
don't need to have any implication that we are in any way trying to 
manage or affect thia proceaa. 

""We are not, we must not, and Z don't want the American 
people to give it a second thought, ' ' he added. 

Later in the day, White House Chief of Staff Thomas F. 

""Mack' ' McLarty issued a memorandum cautioning Clinton aides 
against questionable contacts with government agencies and 
departments involved in the ongoing investigation. 

""I don't think there will be further problems on this,'' 

Clinton said. 

The president's reassurances, however, did not calm his 
Republican critics on Capitol Hill. 

Charges of a ""Watergate -like cover-up' ' rang through both 
the House and Senate chambers, as Republicans took to the floor to 
condemn the contacts between the Treasury and White House officials 
as unethical and possibly illegal. 

In an attempt to force a congressional investigation, 43 
Republican senators signed a letter threatening to block the 
confirmation of Ricki Tigert, Clinton's nominee to head the Federal 
Deposit Insurance Corp., until the Senate Banking Committee agrees 
to hold hearings. 

Rep. Jim Leach, R-Iowa, said White House officials who took 
part in the meetings should not only be ” "sanctioned for a breach 
of the public trust, but brought before Congress'' to explain their 
actions . 

Senate Minority Leader Bob Dole, R-Kan., said Clinton's aides 
had obviously forgotten the lesson of Watergate -- that it's 
dangerous to play politics with an investigation. 

""You're asking for big, big trouble and showing some 
stunningly bad judgment when you start mixing politics with the law 
enforcement, ' ' Dole said. 

The Democrats, meanwhile, were virtually silent on the issue, 
though some suggested that Clinton ought to dump Nussbaum. 

One Democrat observed that the chief counsel possesses ""a 
political tin ear, ' ' which renders him incapable of providing good 
advice. As chief White House counsel, one of Nussbaum 's 
responsibilities is to advise against improper behavior. 

The Washington Post reported that Nussbaum was the point of 
contact between Treasury and the White House on three separate 
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occasions in which ths Madison-Whitewater investigation was 
discussed. 

The first was last September when Treasury general counsel 
Jean Hanson told him in a meeting that the Clintons had been named 
by the RTC, but not accused of wrongdoing, in its criminal referral 
recommending that the Justice Department investigate McDougal's 
management of the Madison thrift. 

Criminal referrals are virtually never discussed with people 
named in them or their associates, Treasury officials confirmed 
Thursday. 

White House officials said the second meeting was held in 
October to plan a strategy for dealing with media inquiries about 
the investigation. It involved Nussbaum, Hanson, Clinton adviser 
Bruce Lindsey, White House Communications Director Mark Gearan, 
Treasury official Josh Steiner and Jack DeVore, Treasury spokesman 
at the time. 

Reached in Austin, DeVore said Thursday that he rem em bered 
little about the meeting but confirmed that there was a discussion 
about media inquiries. He said he was ""not aware at all" at the 
time that the RTC's probe of Madison had been referred to the 
Justice Department or exactly how the Clintons were tied to the 
investigation. He said he learned of the RTC referral during the 
meeting. 

""I didn't know what was going on. I was just doing what I 
do, ' ' he said, explaining that ha had gotten calls from reporters 
asking about Madison and wanted to find out what White House 
officials knew. 

DeVore, now a political consultant, said he did not believe 
there was anything improper about the meeting. ""I don't see how it 
could give that appearance. Certainly not then, nor today," he 
said. 

A third meeting took place earlier this year in which Deputy 
Treasury Secretary Roger Altman briefed Nussbaum again on the 
status of the RTC's civil investigation of Madison. . At the time, 
Altman was the acting head of the RTC, but has since acknowledged 
""bad judgment" in talking to Nussbaum and has recused himself 
from further dealings with the Madison case. 

Treasury Secretary Lloyd Bent sen on Thursday called for the 
independent Office of Government Ethics to investigate the contacts 
between his subordinates and White House officials. Bentsen said he 
was not aware that the meetings had taken place. 
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WHITEWATER ROILS THE PRESIDENTIAL WATERS 

BODY 

Sometimes the news media are too quick to judge, but if you hear or read the 
troubling term cover-up being applied to the Whitewater controversy more and 
more, it may not be the media's fault. The White House may have only itself to 
blame. 

On Thursday President Clinton said that high-level briefings that took place 
shouldn't have. The sessions were held among top White House aides -- but did 
not include the President -- and featured an extremely questionable briefing 
last month by Deputy Treasury Secretary Roger Altman. He is not only the No. 2 
Treasury official but also the acting chief of the Resolution Trust Corp. That 
is the government agency investigating the failure of Madison Guaranty Savings 
a Loan Assn, in Arkansas. Altman's briefing gave White House staffers an 
inappropriate advance peek at what the RTC was up to in its probe of the failed 
thrift. 

Bill and Hillary Rodham Clinton were real estate partners with the head of 
that SfcL in a development known as Whitewater, a 1980s land venture in Arkansas. 
The controversy centers on whether a sweetheart deal was arranged to benefit the 
Clintons and whether Clinton as governor kept at bay the regulators concerned 
about the thrift. 

Now the White House has confessed to the sin of looking bad. It says that 
although it has done nothing wrong, it does itself no good when it does anything 
that appears to be blocking disclosure. That's the right position to take. White 
House officials must recuse themselves --as Altman belatedly has done -- from 
all matters related to the Whitewater probe. What is at stake is not only their 
careers and their reputations -- serious matters in themselves -- but possibly 
this presidency. 

Washington old pro Lloyd Bentsen understands this. The Treasury secretary has 
asked the independent Office of Government Ethics to probe the contacts between 
Treasury officials and the White House about the SfcL. That was the proper thing 
to do. The government's integrity must not be in question. The appearance of 
misconduct can be as corrosive as actual misconduct. 

The phrase Whitewater-gate is already making the Washington rounds these 
days. That's a little too glib. What Whitewater originally was, after all, was a 
financial deal of somewhat lesser magnitude than, say, a good-sized political 
payoff scandal. But if the White House or the President's allies orchestrate in 
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any manner a cover-up, or even offer Che appearance of a cover-up, Chen the gate 
suffix will be appended to Whitewater without objection. The white House is 
perilously close to that point. One more major misstep and it may have arrived. 

GRAPHIC: Photo, Clinton: Briefings that shouldn't have been. 
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President Clinton on Thursday said for the first tins that he is concerned 
about the appearance of impropriety stemming from meetings between White House 
and Treasury Department officials on the Whitewater controversy. 

The statement came as Treasury's second- ranking official cut all ties to the 
continuing investigation of the role of then -Gov. Clinton and his wife, Hillary 
Rodham Clinton, in the failed Whitewater Develo p m en t Corp. in Arkansas. 

The White Bouse -- hearing growing cries of "coverup" from congressional 
Republicans and others -- stepped up damage control efforts to try to keep 
Whitewater from blowing up into an uncontrolled political problem once again. 

Senate Republicans, seeking to keep the issue alive, called for an 
investigation into the meetings between White House and Treasury officials and 
threatened to hold up confirmation of the Administration's choice for a senior 
banking regulatory position unless hearings are conducted. 

As those efforts continued, pressure built on the White Bouse official who 
has direct responsibility for avoiding ethical lapses -- White House Counsel 

Bernard Nussbaum. Despite widespread speculation inside the White House and on 
Capitol Hill, officials denied reports that Nussbaum intends to resign, saying 
that such rumors are premature. 

But two officials conceded that Nussbaum has been widely blamed for Clinton's 
renewed difficulties. "Nussbaum may be a smart guy, 1 * said one former 
Administration official familiar with Whitewater issues. "But he's tone deaf." 

Deputy Treasury Secretary Roger Altman met last month with three White House 
officials to brief them on a Whitewater- related investigation by the Resolution 
Trust Corp., of which Altman is the acting director. 

Senior Adminis trat ion officials said Thursday that Altman officially will 
r em ain the RTC's acting director until the end of this month but has now 
canceled all RTC- related meetings and activities. 

Last fall. Treasury officials met twice with White Bouse aides to discuss 
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Whitewater- related matter*. Official* at Treasury and the White House insisted 
that those meetings involved nothing other than efforts to respond -to inquiries 
from reporters. 

Thursday afternoon, Treasury Secretary Lloyd Bentsen issued a statement 
saying that he had ordered Treasury officials to have no further contact with 
the White House about Whitewater -related issues and had asked the independent 
Office of Government Bthics to examine the earlier meetings "to ensure that all 
ethical guidelines were followed.” 

The Clintons invested jointly in Whitewater in 1978 with James B. McDougal, 
who owned Madison Guaranty Savings k Loan. They have said that they lost about 
$69,000 when the development failed. Special counsel Robert B. Piske Jr. is 
investigating the Clintons' role in the real estate venture, whether funds from 
Madison -- which also failed -- might have been used to help pay off Clinton 
campaign debts. 

The Administration containment effort on Thursday started with Clinton, who, 
in sharp contrast with his recent practice, gave reporters a lengthy answer when 
asked whether he is concerned about the appearance of improprieties in the case. 

"The answer is yes. I'm concerned about that,” he said. "As nearly as I can 
determine, no one has actually done anything wrong or attempted to improperly 
influence any government action, but I think it would be better if the meetings 
and conversations hadn't occurred." 

Noting the several investigations of Whitewater-related affairs, Clinton said 
that "it's very, very important that, while all this is going on, that the 
activity around it should be handled in such a way as to avoid even the 
appearance of a conflict. In addition to what the rules are, what I want the 
people here to understand is never mind what the rules are, bend over backwards 
to avoid the appearance" of a problem. 

Clinton's remarks were in sharp contrast to earlier statements by him and top 
aides on Whitewater, until Thursday, they had brushed aside complaints about 
appearances, insisting that, because no one has been proven to have engaged in 
wrongdoing, allegations about appearance problems are politically motivated. 

That earlier approach remained at the Justice Department, however, where 
Atty. Gen. Janet Reno dismissed questions about Associate Atty. Gen. Webster 
Hubbell, a longtime Clinton friend from Arkansas. The Washington Post reported 
earlier this week that Hubbell 's former law firm, the Rose Law Firm of Little 
Rock, Ark., was investigating allegations that Hubbell had overbilled clients. 

Hubbell has denied any overbilling. 

Reno gave Hubbell a strong vote of personal confidence, saying: "I have been 
extraordinarily impressed with his honesty, his candor, his professionalism and 
the sacrifices he's making to serve the American people. 

"He advised me that he had not overbilled or done anything wrong. At this 
point, I have no substantiated information that Mr. Hubbell is doing -- has done 
anything wrong. " 

But Reno said that she had not asked anybody in the department to look into 
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ths Mttsr. "At this point, all 1 know la that soma unnonod aourea aaya that tha 
law firm is looking at allagations of wrongdoing," Reno said. "All X know from 
subs tan tiatad soureas of any kind is that tha law firm is raviawlng tha aattar, 
they've askad Nab quaations, ha's answarlng tha quastions, and thay'ra rasolving 
partnarship issuaa.” 

Mhathar a i char Hubball or Traasury officials actually ha vs dona anything 
wrong raouiins in eonsidarabla doubt. In Mubball's caaa, for example, a former 
senior partner at tha Rosa firm said Thursday that be knew of no Indication of 
overbilling by Hubball or of an actual "investigation" by tha firm. 

Tinas staff writer Ronald J. Ostrow contributed to this story. 
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WASHINGTON - The Clinton administration Thursday moved to quell controversy 
over white House contacts with Treasury Department officials investigating the 
failed Madison Guaranty Savings 6 Loan. 

President Clinton said the contacts should not have occurred and ordered 
aides to "bend over backward" to avoid meddling in the probe of Madison and 
Whitewater, a land venture in which the Clintons were partners. 

Mr. Clinton said no wrongdoing had occurred in the three private discussions 
between White House advisers and officials familiar with the investigation. He 
added, however,"! think it would be better if the meetings and conversations had 
not occurred." 

Meanwhile, The New York Times reported Friday that an employee of the Rose 
Law Firm has told a federal grand jury that he was ordered to destroy documents 
from the files of Vincent W. Foster Jr., the White House lawyer whose suicide is 
part of the investigation. 

People familiar with the testimony of the employee, an in-house courier, said 
he testified that in January he and a colleague shredded the papers at the 
request of a clerk in the firm, according to The Times. 

The firm's former partners include Hillary Rodham Clinton; Webster L. 

Hubbell, the associate attorney general; William H. Kennedy III, an associate 
White House counsel; and Mr. Foster, the deputy White House counsel who 
committed suicide in July. 

The firm denied that any of Mr. Foster's documents had been shredded. 

"No files of Vince Foster have been destroyed," managing partner Ron Clark 
said late Thursday. He said the documents referred to by the courier - who was 
identified by The Times as Jeremy Hedges - were internal documents unrelated to 
Whitewater matters. 

Mr. Clark said they were shredded in connection with one lawyer moving from 
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one office to another and weren't Mr. Poster'a. 

Mr. Poster'a files are potentially important to inveatigatora. 

while at Rose, he worked on various legal matters for the Clintons, including 
the sale of their share of Whitewater Developm e nt Co., a real estate venture in 
the Ozark Mountains. At the time of his suicide, Mr. Poster was working on 
various personal matters for the Clintons. 

The courier testified that he had seen no references to Whitewater in the 
papers he shredded. 

In Washington, Republicans continued to attack the White House for its 
handling of the Whitewater affair, focusing on the private briefings Clinton 
advisers received about the investigation. 

"You're asking for big, big trouble and showing some stunningly bad judgment 
whan you start mixing politics with the law enforcement," Senate Minority Leader 
Bob Dole said. 

In a letter to Senate leaders, 43 Republican senators promised to block the 
administration's nomination of Ricki R. Tigert to head the Pederal Deposit 
Insurance Corp. , until a congressional hearing is conducted on a White House 
briefing by Deputy Treasury Secretary Roger Altman. Mr. Altman is a Clinton 
appointee and interim head of the Resolution Trust Corp., the SAL cleanup 
agency. 


After Republicans initially criticized his actions last week, Mr. Altman 
issued a statement admitting "bad judgment" and said he would stop dealing with 
the Madison case. 

Meanwhile, officials said .that Mr. Nussbaum, who attended the Altman briefing 
and the other two meetings, was considering resigning. And Treasury Secretary 
Lloyd Bentsen asked the independent Office of Government Bthics to investigate 
the contacts. 

Mr. Clinton ordered chief of staff Mack McLarty to issue a memo outlining 
procedures for staff contacts with other government officials. 

"We will bend over backward to avoid not only the fact but any appearance of 
impropriety," he said. 

The two-paragraph memo "reiterates White House policy," requiring contacts 
from federal agencies regarding Whitewater to be reported to the White House 
counsel's office, which would determine who should respond. The memo also 
forbids aides from contacting agencies about the matter without the deputy 
cotinsel’s OX. 

Mr. Bentsen said in a statement Thursday that he had ordered officials in his 
department to have no further contact with the White House about the case. He 
said he did not attend any of the White House meetings on Madison Guaranty and 
ties not informed of them. 

In Little Rock, the Rose firm courier told the grand jury on Feb. 16 that he 
did not know precisely what he had shredded but he was certain the papers came 
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from Mr. Poster's files, those familiar with the account told The Times. 

He testified that he looked inside the box and saw that the papers were 
separated by binders marked with the initials "VWP, • the firm's abbreviation for 
Mr. Poster. Mo other employee at the firm has those initials. 

The timing of the shredding is unclear. By the courier's account to the 
grand jury, it took place around the time that Robert B. Piske Jr., the 
independent counsel, was appointed on Jan. 20. 

The day his appointment was announced, Mr. Piske said he would investigate 
the circumstances of Mr. Poster's suicide and accusations that money had been 
improperly diverted from Madison to Mr. Clinton's business interests or his 1984 
gubernatorial campaign. 

Mr. Piske on Thursday said he could not comment on matters before the grand 
jury. 

Shortly after Mr. Piske began his work, he issued a sweeping subpoena that 
demanded all documents relating to Mr. Poster. 

The date of that subpoena has not been disclosed publicly. Zf the shredding 
occurred after the firm was put on notice that Mr. Piske wanted to review Mr. 
Poster's documents, such an action might have been improper, legal experts said. 

Mr. Piske 'a investigators are trying to determine the timing of the 
shredding, the nature of the documents destroyed and whether any of them might 
have been relevant. 

The Associated Press, The Washington Post and New York Times News Service 
contributed to this report. 
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An employee of the Rose Law Firm here has told a Federal grand jury that in 
late January he was ordered to destroy a box of documents from the files of 
Vincent N. Foster Jr., the Nhite House lawyer whose suicide is under 
investigation by an independent counsel. 

People familiar with the testimony of the employee, an in-house courier, said 
he had told the grand jury that he and a colleague had used a shredder in the 
firm's basement to destroy the papers. He testified that he had done so at the 
request of a clerk in the firm. 

The firm's former partners include Hillary Rodham Clinton; Webster L. 

Hubbell, the Associate Attorney General; William H. Kennedy 3d, an associate 
White House counsel, and Mr. Poster, the deputy White House counsel who 
committed suicide in July. All left the firm to go to Washington last year. 

The courier, a college student who is among several assigned to run messages 
and errands, told the grand jury on Feb. 16 that he did not know precisely what 
he had shredded but that he was certain the papers had come from Mr. Foster's 
files, those familiar with the account said. He testified that he had looked 
inside the box and saw that the papers were separated by binders marked with the 
initials "VWF, ■ the firm's typical abbreviation for Mr. Foster. The box itself 
also bore Mr. Foster's initials, which no other employee at the Rose firm had. 

In a brief statement, the Rose firm denied that any of Mr. Foster's documents 
had been shredded. 

"No files of Vincent Foster's have been destroyed," the statement said. "In 
the process of a lawyer changing offices, a box of old files containing internal 
Rose firm materials, such as copies of notes of firm committee meetings, was 
destroyed earlier this year.” 

The firm's lawyers declined to answer specific questions. 

What Rose Handled 

Mr. Foster's files are potentially important to investigators. While he was 

LEXIS'- NEXIS'W LEXIS'NEXIS^LEXIS- NEXB® 

Services of Mead Data Central, Inc 


15019 



The New York Times. Mtrch 4. 1994 


Page 123 


At the Rose firm, he worked on a wide array of legal matters for the Clintons, 
including the sale of the Clintons' share of the Whitewater Development Company, 
a real estate venture in the Ozark Mountains. At the time of his suicide, Mr. 

Poster was working on various personal matters for the Clintons, including tax 
filings and the creation of the family's blind trust. 

Investigators have sought clues to the circumstances of Mr. Foster's death, 
as well as the Clintons' finances, in everything from Mr. Foster's internal 
memos and telephone logs to his personal diary and even some cryptic scribblings 
discovered among his White House papers. 

The courier testified that he had seen no references to Whitewater in the 
papers he shredded. 

The timing of the shredding is unclear. By the courier's account to the grand 
jury, he destroyed the papers about the time that Robert B. Fiske Jr., the 
independent counsel, was appointed on Jan. 20. 

At the news conference called that day to announce his appointment, Mr. Piske 
said he would investigate the circumstances of Mr. Foster's suicide and 
accusations that money had been improperly diverted from the Madison Guaranty 
Saving s and Loan Association in Arkansas to Mr. Clinton's business interests or 
his 1984 gubernatorial campaign. The savings institution failed in 1989, and its 
assets and accounts were taken over by the Government. 

Shortly after Mr. Fiske began his work, he issued a sweeping subpoena that, 
among other things, demanded all documents relating to Mr. Foster. 

The date of that subpoena has not been disclosed publicly. If the shredding 
occurred after the firm was put on notice that Mr. Fiske wanted to review Mr. 

Foster's documents, such an action might have been improper, legal experts said. 

Mr. Fiske 's investigators are trying to determine when the shredding took 
place, what kinds of the documents were destroyed and whether any of them might 
have been relevant to the inquiry. 

Republican Pressure 

Mr. Fiske 's appointment came after after weeks in which Congressional 
Republicans pressed for an investigation into Whitewater and into Mr. Foster's 
activities. The Republican demands followed reports that the White House 
counsel, Bernard W. Nusabaum, had removed records from Mr. Foster's office 
shortly after his death. Among the documents that were removed and sent to 
Clinton's personal lawyer, David Kendall, were records of Whitewater. 

The Government's independent counsel, Mr. Fiske, said today that he could not 
comment on matters before the grand jury. 

In complex inquiries, investigators conduct many interviews. But Mr. Fiske 's 
decision to call the courier as one of the first witnesses indicates that the 
employee's account is being taken seriously. 

The courier's lawyer, Dean Overstreet, said, "It's not something I can 
cooment on because of the stage it's in. " 
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what Law Says on Evidence 

Many law firms, including Rose, say they routinely destroy documents for 
purposes of privacy and to save storage space. But legal experts said in 
Interviews that the law prohibited people from intentionally impeding an 
investigation by destroying evidence they knew investigators wanted. 

The firm has acknowledged that it received an order from Mr. Piske in 
February demanding that it preserve all evidence. Mr. Fiske has never explained 
the reason for the order. 

The courier was identified by people involved in the case as Jeremy Hedges, a 
college student who has worked part time at the Rose Law Firm for several years. 

He was said to have told the grand jury that he glanced at some of the documents 
as he fed them into the machine. By his account, he saw none that mentioned 
Whitewater Development . 

Federal investigators have interviewed other Rose employees, including one 
who helped Mr. Hedges shred the box of Mr. Foster's documents, those familiar 
with the case said. That witness has not appeared before the grand jury. 

Privacy of Clients 

In interviews , lawyers and former employees of the Rose firm described how 
the firm set up a system for shredding documents in 1991, weeks after Mr. 

Clinton declared his Presidential candidacy. 

The firm's managing partner, Ronald M. Clark, said last month that the firm 
had begun shredding out of concern that confidential information about would be 
compromised as reporters examined the firm's activities. 

By Mr. Clark's account, each lawyer was given a separate garbage can to throw 
out material to be shredded. Other current and former employees said couriers 
picked up papers to be shredded daily from lawyers and their secretaries. 

Questions about shredding arose on Feb. 9, when The Washington Times, quoting 
an unidentified Rose employee, reported that the firm had destroyed documents 
pertaining to Whitewater Development. The newspaper reported that the documents 
were shredded on Feb. 3. 

The courier's testimony describes shredding that occurred in January and 
appears to be unrelated. 

The law firm denied The Washington Times article, and there has been no 
independent confirmation of it. But the article prompted Mr. Fiske to announce 
that he would investigate any incidents of shredding. Soon afterward, agents 
from the Federal Bureau of Investigation began interviewing Rose employees . 

Former employees said couriers were told of the firm's new policy on 
shredding in a meeting in the fall of 1991. By their accounts, their supervisor 
told them that the firm had caught reporters going through the trash behind the 
building. To safeguard the privacy of clients, the firm's senior partners 
decided that sensitive documents would be shredded daily, former employees 
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quoted the supervisor as saying. 

One former employee said in an interview that in the summer of 1992 he was 
twice sent to the Governor's mansion to deliver an envelope to Mrs. Clinton and 
to pick up a half -inch- thick sheaf of documents to be shredded. He said he was 
escorted by two Secret Service agents as he walked up a driveway and exchanged 
envelopes with Mrs. Clinton. The courier said he fed the material into the 
shredder without opening it. 

Shredding After Blection 

Several former employees said in interviews that after the election the pace 
of shredding picked up. Christopher A. Cordero, a 22 -year-old who worked as a 
courier until the summer of 1993, said he had collected and shredded several 
legal-sised boxes of documents from Mrs. Clinton's office at the law firm in 
late November or early December of 1992. He said he was shown the boxes by 
secretaries or file clerks. 

Asked if she could shed any light on what the couriers said about shredding 
Mrs. Clinton's documents, Lisa Caput o, spokeswoman for the First Lady said, "I 
cannot say in stronger terms Z know nothing about what you're talking about.” 

About that time, couriers were sent to the Rose firm's storage warehouse at a 
riverside complex near downtown Little Rock. Former employees said they 
collected at least eight full boxes of documents from the files of Mrs. Clinton, 
Mr. Kennedy, Mr. Rubbell and Mr. Foster. The former employees said they seldom 
looked at what they fed into the machine. 


GRAPHIC: Photos: The Rose Law. Firm has denied shredding any documents of 
Vincent W. Foster Jr., who conadtted suicide. (Arkansas Democrat -Gazette) ; 
Robert B. Fiske Jr., the independent counsel, leaving the Federal courthouse in 
Little Rock, Ark., on Tuesday. (Associated Press) (pg. A22) 
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President Clinton and Treasury Secretary Lloyd Bent sen moved today to 
disassociate themselves from the conduct of aides who met privately three times 
in recent months to review the status of a confidential investigation into an 
Arkansas savings and loan association. 

"I think it would have been better if no conversations had taken place," Mr. 

Clinton told reporters this morning, hours after news accounts detailed two 
previously unknown discussions between senior Treasury officials and White House 
aides about the investigation of the Madison Guaranty Savings and. Loan. 

Speaking this morning for the first time publicly about the briefings, Mr. 

Clinton said he believed that Bernard W. Nussbaum, the White House counsel, and 
others who participated in the meetings had done nothing wrong. 

But the President said that he feared they had left an impression of 
impropriety, and he ordered the White House chief of staff, Thomas F. McLarty 
3d, to draft new restrictions to insure that his aides would not take part in 
such meetings again. 

Mr. Nussbaum was present at all three of the meetings, and in an atmosphere 
of tension and recrimination at the White Rouse today there was some talk among 
White House officials that he might consider stepping down from his post to 
accept blame for what had gone wrong. 

But Mark D. Gear an, the White House communications director, said 
emphatically tonight that Mr. Nussbaum continued to have the "full confidence" 
of the President, and he singled out what he said had been Mr. Nussbaum* s main 
accomplishments while in office to bolster that signal of support. 

Mr. Nussbaum, a former litigator in New York, has weathered criticism in the 
past for the way he has handled other delicate episodes in the Clinton 
Administration's first year. 

He has proved a durable figure and has overcome even allegations that he 
obstructed a Federal investigation into the suicide of Vincent W. Foster Jr., 
who was his deputy at the White House. 
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Mr. Nussbaum did net return telephone calle pieced to hie office. 

Bentaen Celle for Review 

As Republican leaders issued harsh criticism of the Administration's 
handling of the matter, Mr. Bentsen went even further, issuing a written 
statement saying that he had asked the Treasury Office of Government Ethics to 
review his subordinates' conduct. 

Mr. Bentsen, whose four top aides each took part in at least one of the three 
sessions, said he had requested the internal review "to insure that all ethical 
guidelines were followed." In terse language that officials said he had dictated 
himself, Mr. Bentsen expressed confidence in the Treasury officials but said, "I 
did not attend any of these meetings, nor was I informed of any of these 
meetings. " 

White House officials were caught by surprise by Mr. Bentsen 's call for an 
investigation and said Mr. Clinton had concluded that no retrospective action 
was necessary. But George Stephanopoulos , a senior adviser to the President, 
aaid tonight that the Treasury Department investigation would cover all three 
contacts between Treasury and White House officials. 

Criminal Inquiry Warning 

In the first of the meetings, Administration officials said today, the 
Treasury Department's top lawyer gave the White House advance warning that 
Government regulators planned to ask the Justice Department to begin a criminal 
investigation into the failed Madison Guaranty Savings and Loan, and that the 
request would name the Clintons as possible beneficiaries of illegal actions. 

The Clintons were partners with Madison's owner, James B. McDougal, in a 
failed real estate venture, the Whitewater Development Company. That investment 
and the subsequent failure of the savings and loan are now the subject of an 
investigation by a special counsel, Robert B. Piske Jr. 

The efforts by Mr. Clinton and Mr. Bentsen to insulate themselves from the 
aides who took part in the meetings, including Mr. Nussbaum and Deputy Treasury 
Secretary Roger Altman, reflected a growing recognition within the 
Administration that the case is proving politically damaging. 

The advance warning to Mr. Nussbaum, the White House counsel, was given on 
Sept. 29 by Jean Hanson, the Treasury Department's general counsel. Their 
conversation was the first of the three between senior Treasury officials and 
white House aides about the investigation of Madison Guaranty by the 
Resolution Trust Corporation, the Federal agency in charge of disposing of 
failed savings and loan institutions . 

White House officials said that Ms. Hanson, who was then also serving as the 
trust corporation's acting counsel, had told Mr. Nussbaum in a brief encounter 
that a trust corporation document recommending a criminal investigation of 
Madison Guaranty would name the Clintons as possible beneficiaries of illegal 
actions by the thrift. 

But it was not until at least a week later, on Oct. 8, that the trust 
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corporation formally asked the Justice Department to look into the matter. That 
would mean that Mr. Nussbaum took part in discussing a criminal referral 
Involving the Clintons while it was still being evaluated by the corporation and 
before the Justice Department learned of the case. 

Clinton Adviser Got Word 

Dee Dee Myers, the White House spokeswoman, said tonight that Mr. Nussbaum 
had been given the impression that the decision was "a fait accompli . " Another 
white House official said that Mr. Nussbaum had done nothing with the 
information except to share it with Bruce Lindsey, a senior adviser to Mr. 
Clinton. 

But the information contained in criminal referrals is generally regarded as 
so sensitive that Administration officials described the conversation between 
Mr. Nussbaum and Ms. Hanson as the hardest to defend of the three private 
briefings, the last of which occurred just three weeks ago. 

Not only are the details of any allegations normally kept from those who 
might become the subjects of an investigation, but Government procedures seek as 
a rule to keep regulators' findings from being shared with political appointees 
who might taint the investigation. 

Other senior officials described Mr. Nussbaum' s conduct as within acceptable 
bounds because the Clintons had not been subjects or targets of the Federal 
investigation. 

As Republicans intensified their criticism today. Senator Bob Dole of Kansas, 
the Republican leader,, and Senator Alfonso M. D* Amato, a New York Republican, 
announced that they and 41 other Republican Senators would block Senate 
confirmation of President Clinton's nominee to the chairmanship of the Federal 
Deposit Insurance Corporation until the Senate Banking Committee hold hearings 
on Whitewater. 

Sanator Dole issued his harshest criticism yet of the Administration's 
handling of the issue, saying that a coverup might be under way by the 
Administration and Congressional Democrats . 

"The Democrats in Congress are apparently going to participate in a coverup, 
and not try to get the facts," Mr. Dole said. 

Mr. D'Amato was more blunt about the Clinton Administration's handling of 
Whitewater. "They are stonewalling and creating their own Whitewatergate, " he 
said. 


GRAPHIC: Photos: At a lighter moment at a news briefing by President Clinton 
and Vice President A1 Gore, Mr. Gore corrects a reporter about the amount of 
savings predicted in a report about restructuring Government . (Stephen 
Crowleyu/The New York Times) ; Senators Bob Dole, left, of Kansas and Alfonse M. 

D'Amato of New York after announcing that Republicans might try to block a 
Presidential appointment until the Senate held hearings on Whitewater. (Paul 
Hosefros/The New York Times) 
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From now on, President Clinton says, "everyone will be much more sensitive" 
about attending the improper meetings between White House and Treasury officials 
concerning the Resolution Trust Corporation's inquiry into a savings and loan 
association with close ties to him and Mrs. Clinton. 

Sure, that would be progress. But Mr. Clinton's tepid response explains why 
his Administration is easily the most ' reckless in interfering with the integrity 
of Federal investigative agencies since that of Richard Nixon. 

Mr. Clinton's effort at political damage control follows the astonishing 
revelation that White House aides held not just one, but three such improper 
meetings with senior Treasury officials. 

Deputy Treasury Secretary Roger Altman, the acting R.T.C. chief, told the 
Senate Banking Committee last week about the "heads up” meeting he initiated 
several weeks ago for White House officials. This week came the news there were 
two other White House meetings in October where other Treasury officials 
discussed the case with Bernard Nussbaum, the President's counsel, and other 
White House officials. 

Faced with these repeated efforts to compromise the inquiry into Madison 
Guaranty Savings and Loan and the Whitewater case, the special counsel, Robert 
Fiske Jr., must move swiftly. He should immediately subpoena all notes taken at 
the meetings and depose the participants under oath. 

Meanwhile, the President must show that he is not the architect of this 
investigative sabotage by moving against those who violated basic 
conflict-of-interest principles. It is not enough that Mr. Altman recuse himself 
from the Madison inquiry . Treasury Secretary Lloyd Bentsen should remove him 
from his job as acting R.T.C. head today and install the next -highest -ranking 
untainted official to run the agency on an interim basis. Similarly, Secretary 
Bentsen has cause to remove Jean Hanson, the Treasury counsel, for briefing Mr. 

Nussbaum in advance on where the supposedly independent R.T.C. investigation was 
going . 

It is, of course, long past time for Mr. Nussbaum to be dismissed. He seems 
to conceive of being "the President's lawyer" as a license to meddle with the 
integrity of any Federal agency . First, he and his staff tried to involve the 
Federal Bureau of Investigation in a politically inspired White House purge of 
employees of its travel office, when Vincent Foster, the deputy counsel, 
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committed suicide. Nr. Nussbaum interfered with the investigation by the 
National Park Service police and transferred sensitive files to Mr. Clinton's 
private lawyer. 

All this paints a picture of a White House dedicated to shortcutting justice 
if that is what it takes to shield the financial affairs of Mr. Clinton, his 
wife and their friends from scrutiny. This President desperately needs 
first-rate legal advice and a staff that is visibly under someone's managerial 
control. White House chief of staff Thomas McLarty's response, a mildly chiding 
memo about improper meetings, is totally inadequate to the situation. 

The Whitewater inquiry itself will move onto more intriguing ground with The 
New York Times 'a disclosure today about grand jury testimony that the Rose Law 
Firm may have been shredding documents belonging to Mr. Foster and Mrs. Clinton. 
If the shredding of the Foster documents took place after Mr. Fiske said he was 
looking into the suicide, that action may be illegal. Mr. Fiske will have no 
choice but to question Mrs. Clinton and Associate Attorney General Webster 
Hubbell, both former partners in the firm, about their knowledge of any 
destroyed documents . 

Of course, punishing the incompetent and asserting firm conflict-of-interest 
principles requires a President who is dedicated to evenhanded justice. So far 
there is scant evidence of those qualities. 
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President Clinton said Thursday members of his White House staff erred in 
getting briefed by Treasury Department officials on the Nhitewater probe. 

Clinton, facing a new barrage of questions about how his White House has 
handled the probe into the failed Arkansas land project, instructed his chief of 
staff to limit White House contacts with government investigators. 

"As nearly as I can determine, no one has actually done anything wrong or 
attempted to improperly Influence any government action," said Clinton. "But I 
think it would be better if the meetings and conversations hadn't occurred." 

The regulations issued by chief of staff Thomas KcLarty limit discussions 
between Clinton aides and investigators. 

There have been at least three meetings involving Treasury Department 
officials with knowledge of the probe, including one acknowledged last week by 
Roger Altman, interim head of the Resolution Trust Corp. , which is overseeing 
the SfcL clean-up. Whitewater had ties to a failed thrift, Madison Savings & 

Loan. 


Two meetings last fall, first reported in The Washington Post, came just 
after the RTC asked the Justice Department to probe possible criminal activity 
in the Madison case. 

A meeting in late September involved White House Counsel Bernard Nussbaum and 
Jean Hason, the general counsel of the Treasury Department. The other involved 
communications director Mark Gearan and three Treasury officials. 

Treasury Secretary Lloyd Bentsen told reporters he was unaware of the 
meetings, and asked the Office of Government Ethics to investigate. 

Senior adviser George Stephanopoulos said the meetings "shouldn't have 
happened." 

Said Senate Minority Leader Robert Dole: "You're asking for big, big trouble 
and showing some stunningly bad judgment when you start mixing politics with the 
law enforcement . " 
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Also: 

-- Rep. Jim Leach, R-Iowa, said he plana to sue the Federal Deposit Insurance 
Corp. and the RTC for failing to provide information on their Whitewater -related 
Investigations that he's requested for months. 

Forty- three OOP senators said they would block the nomination of Ricki 
Tigert to head the Federal Deposit Insurance Corp. until a hearing can be held 
on the Altman meeting. 

-- The Mew York Times reports today a grand jury in Little Rock has heard 
that files belonging to Vincent Foster, the White House lawyer whose suicide is 
under investigation, were shredded in January. 

GRAPHIC: PHOTO, color, AP 
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IT'S A BAD sign when the president has to order his own staff to refrain from 
engaging in the sort of conduct most first -year law students would immediately 
recognize as improper, it really shouldn’t require a memorandum from Chief of 
Staff Thomas F. McLarty to get across the fact that White House officials have 
no business meeting with Treasury Department officials about the status of the 
independent Resolution Trust Corp.'s probe into the failed Madison Guaranty 
Savings and Loan. Especially is this so when the Clintons are named in an RTC 
criminal referral as potential beneficiaries of illegal Madison activities. The 
failure of so many important White House figures to get that message is sapping 
confidence in the administration's handling of the Whitewater affair. 

Treasury officials, it now turns out, twice reported to White House superiors 
on the status of the RTC investigation. In one instance, Treasury general 
counsel Jean Hanson met with White House counsel Bernard Nussbaum to tell him 
about the RTC's referral of the Madison failure to the Justice Department for 
investigation of possible criminal activity. She also reportedly informed Mr. 

Nussbaum that the Clintons were named in the action but had not been accused of 
any wrongdoing. If any two officials should have recognized the impropriety of 
auch diacuaaiona, it would b« counaala for the White Rouse end the Treasury 
Department . 

RTC policy on the confidentiality of its investigations is clear. Criminal 
referrals are restricted and privileged information; improper release could 
jeopardize Civil or criminal litigation. How can administration lawyers not 
respect that prohibition? 

The second meeting, also held in Mr. Nussbaum 's office, involved a discussion 
between White House and Treasury spin controllers on how to handle Madison press 
inquiries. Disclosure of this meeting and the earlier one comes on the heels of 
last week's admission by Deputy Secretary Roger Altman that he had given a 
"heads up" to Mr. Nussbaum on how the RTC, which he runs, would treat potential 
civil claims springing from Madison. So confusion over how to negotiate the 
Whitewater ethical maze evidently isn't limited to the White House. 

Treasury Secretary Lloyd Bentsen yesterday reinforced Mr. Clinton's actions. 

In a statement Mr. Bentsen distanced himself from the amateur political 
operators in his department and instructed Treasury officials "to have no 
contact with the White House about this case . " He also asked for an 
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investigation by the Office of Government Ethics into contacts between Nhite 
House and Treasury officials. 

Congressional Democrats have refused to hold hearings or to demand answers to 
legitimate questions about this affair. Naturally, the Republicans are having a 
field day. Mr Clinton lamely said yesterday, "X think it would be better if the 
meetings and conversations had not occurred.” That's not the half of it. 
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The Clinton administration yesterday moved on three fronts to quell a new 
controversy over White House contacts with Treasury officials on an 
investigation .into the failed Madison Guaranty Savings & Loan. 

President Clinton said the contacts should not have occurred and had the 
White House issue a new memorandum to all staffers reiterating the ban on such 
meetings. Officials said White House counsel Bernard Nussbaum was considering 
resigning. And at the Treasury Department, Secretary Lloyd Bentsen asked the 
independent Office of Government Ethics to investigate the contacts. 

Clinton said no wrongdoing had occurred in the three separate discussions 
between white House advisers and officials familiar with the investigation into 
the collapse of Madison and its connections to the Whitewater land venture, in 
which the Clintons were partners. But, he said, "I think it would be better if 
the meetings and conversations had not occurred . " 

The White House has confirmed that on three occasions from September to 
February, senior officials including Nussbaum met with high-level Treasury 
officials who had been briefed by the Resolution Trust Corp. on the status of 
its investigation and its request to the Justice Department to investigate 
possible criminal activity in connection with the collapse of the thrift. The 
RTC request for a criminal investigation included references to the Clintons as 
potential beneficiaries of illegal Madison actions, but did not accuse them of 
any wrongdoing. 

white House Chief of Staff Thomas F. "Mack" McLarty yesterday issued a 
"memorandum for the White House staff" stating that any contact from an 
executive branch or independent agency regarding Madison, the Whitewater 
Development Corp. or related matters should be directed to deputy White House 
counsel Joel Klein. Klein has been charged with determining whether such 
contacts should be allowed, banned or be referred to the Clintons' personal 
attorney. 

Nussbaum normally would make such determinations. Since he was party to all 
three of the contacts, however, officials said the role was shifted to Klein. 
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Soma administration officials suggested yesterday that Nussbaum' s involvement in 
what are seen as ethical breaches has caused him to consider resigning. 

At the Treasury Department, Bentsen said he had no knowledge of any of the 
contacts and announced he has asked the independent Office of Government Ethics 
to investigate. Treasury officials said the request was made in response to a 
Washington Post story yesterday outlining the three contacts. 

The largest meeting took place in mid to late October when Nussbaum, White 
House Communications Director Nark Gearan and Bruce Lindsey, the senior aide to 
Clinton who is his point man on the Whitewater and Madison matters, met with 
Bentsen' s chief of staff, his press secretary and the general counsel. 

According to sources, the counsel, Jean Hanson, had been briefed earlier that 
month by senior RTC officials on the status of their investigation into Madison, 
which included their decision to ask the Justice Department to investigate the 
. collapse of Madison and Clinton connections to Madison through Whitewater. 
Madison's owner was. partners with the Clintons in Whitewater. 

Officials said the month before, Hanson had told Nussbaum that the RTC either 
had referred the matter to Justice or was likely to and that the Clintons would 
be mentioned as possible beneficiaries of illegal Madison activities, without 
any charge that they themselves had engaged in illegal activities. 

In addition to those sessions. Deputy Treasury Secretary Roger C. Altman, who 
also heads the RTC in the absence of a permanent nominee from the White House, 
told Congress last week that he had briefed Nussbaum and others at the White 
House recently on how the RTC would proceed with potential civil claims arising 
out of Madison's collapse. 

Gearan said the White House found out about the Bentsen action from news 
reports, but welcomed it. Asked. why Bentsen, not Clinton, had asked for the 
review, he said, "I don't speak for the secretary of the treasury.” 

The White House in its first months issued a general memo banning contacts 
between officials there and those in regulatory or investigatory agencies on 
specific subjects without approval by the White House counsel's office and then 
only under certain circumstances. 

Following the controversy surrounding the White House handling of their 
firing of seven travel office aides last year, officials were warned in new 
memos and statements from McLarty about contacts between them and investigatory 
agencies . 

Yesterday's memo, a senior official said, was not so much a new rule as ”an 
effort to heighten sensitivity" to the issue. Clinton said, "I think now that, 
there is an actual formal process underway, everyone will be much more 
sensitive." The McLarty memo, he said, is a way to "bend over backwards to avoid 
not only the fact but any appearance of impropriety. " 

Clinton said the numerous investigations into various aspects of Madison and 
Whitewater should "go forward unimpeded and as quickly as possible” and that the 
white House cannot interfere or take actions that create the appearance of 
interference . 
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"We don't need to have any implication that we are in any way trying to 
manage or affect this process," he said. "We are not. We must not. And I don't 
want the American people to give it a second thought." 

The contacts gave Republicans in Congress further ammunition to press their 
demands that Altman, Hanson and other Treasury officials be made to explain 
their actions at public hearings. 

Sen. Alphonse M. D' Amato (R-N. Y . ) , ranking minority member of the Senate 
Banking Committee, said in an interview that "it is inconceivable" that Hanson 
would have briefed Nussbaum on the criminal referrals "on her own." Altman and 
Bentsen have said they didn't know about the earlier meetings. D' Amato said "it 
cries out" for Hanson to be questioned by Congress about her role in the three 
briefings. D' Amato said 43 Republican senators have pledged to hold up the 
nomination of Ricki R. Tigert to head the Federal Deposit Insurance Corp. until 
the banking committee holds hearings on the briefings. 

Rep. Jim Leach (R-Iowa) , ranking minority member of the House Banking 
Committee, said in a statement that "all participants in these meetings should 
not only be sanctioned for their breach of the public trust, but they should be 
brought before Congress to provide full public disclosure of their actions and 
discussions." 

McLarty's memo underscored the difficult position in which Nussbaum finds 
himself. Nussbaum has been at the center of many of the most criticized 
incidents of the Clinton administration, from the vetting of prospective 
nominees such as Kimba Wood. and Lani Guinier to the firing of the White House 
travel office employees and the handling of the investigation into the suicide 
of deputy counsel Vincent Foster. 

Nussbaum has previously been combative in the face of criticism and withstood 
repeated calls from newspaper editorials and elsewhere for his resignation. But 
administration officials said yesterday that the former Wall Street litigator 
was shaken by the latest round of criticism. Asked how Nussbaum was holding up, 
one senior official said, "I don't think as well as other times." 

Nussbaum did not return telephone calls yesterday or Wednesday. 

Other administration sources said that Nussbaum 's wife, Toby, is "fed up" 
with Washington and what she sees as its unfair treatment of her husband. One 
official said that Nussbaum, even before the recent round of criticism over his 
contacts with Treasury officials, was seeking "peace with honor. I think he 
wants the timing to be right but I feel more and more now like he's had enough." 

At the White House, Nussbaum has few defenders among the senior staff, many 
of whom openly question his political judgment and believe he has damaged the 
administration. But Gearan said that Clinton "has confidence in Mr. Nussbaum, he 
believes he's made many important contributions to the administration," 
including the appointments of Attorney General Janet Reno, Supreme Court Justice 
Ruth Bader Ginsburg, and FBI Director Louis Freeh. 
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GRAPHIC: PHOTO, THE WHITE HOUSE HAS CONFIRMED THAT COUNSEL BERNARD NUSSBAUM, 
ABOVE, MET WITH HIGH-LEVEL TREASURY AIDES. 
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In the Senate, he's known as "Dr. No." In the House, it's simply 
"Stonewall." 

Now Bernard W. Nussbaum, formally known as White House counsel, the 
president's chief lawyer, is in the cross hairs of the gun sights of Congress 
and the press for his work as President Clinton's protector and 
Watergate- trained adviser. 

Whether for his involvement in the travel office controversy, the 
Whitewater-Madison affair, secret health care task force meetings, bungled 
Justice Department nominations or the White House's efforts to block an 
extensive investigation of the death of Deputy Counsel Vincent W. Foster Jr., 

Mr. Nussbaum is hearing a growing chorus calling for his head: 

* Rep. Jim Leach, Iowa Republican, says Mr. Nussbaum has violated ethics 
rules by holding meetings with acting Resolution Trust Corp. head and Deputy 
Treasury Secretary Robert Altman about the RTC'a probe o£ a failed Arkanaaa 
savings and loan linked to the Clintons. 

Mr. Leach, who has a reputation as one of the least partisan members of 
Congress, has called on the Office of Government Ethics to investigate. 

* "The only honorable and politically sensible course is to remove [Mr. 

Nussbaum] from his office," the New York Times said in an editorial. 

* "Fire him," said Mark R. Levin, director of the Landmark Legal 
Foundation, a public interest group. 

* "Bernard Nussbaum, supposedly the ethical gatekeeper in the White House, 
has caused more problems than he's prevented," wrote Albert R. Hunt in 
yesterday's Wall Street Journal. "Mr. Nussbaum, a nice man and an able wall 
Street lawyer, must be replaced. He's out of his depth at the Nhite House." 

But Mr. Nussbaum isn't budging. 

"He's bulletproof, and that's because he's Hillary's friend," a senior 
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administration official said. 

First lady Hillary Rodham Clinton learned legal wrangling as a junior lawyer 
under Mr . Nussbaum when he was senior associate special counsel for the House 
Judiciary Committee's impeachment inquiry of President Nixon. 

"I don't hear anybody suggesting he should go," another senior Clinton 
adviser said. 'He's in no trouble." 

Mr. Nussbaum 's office was charged yesterday with writing White House ethics 
rules to deal with the unethical appearance of his meetings with government 
officials to discuss probes of Whitewater issues involving the Clintons. 

Mr. Nussbaum did not return a call to his office. 

How did the 55 -year-old, cigar- chomping former New York lawyer become the 
target of so much criticism outside the White House? 

A wealthy corporate-takeover lawyer, Mr. Nussbaum campaigned for the 
counsel 1 s job, throwing a party for the Arkansas delegation at the Democratic 
National Convention in 1992 and giving the Clintons advice on how to finesse the 
Gennifer Flowers contretemps. 

His champion was Mrs. Clinton. "They have a father-daughter relationship," 
a White House adviser said. 

But since he arrived to take up residence on the second floor of the White 
House, the Harvard- educated litigator and patron of the exclusive Metropolitan 
Club lunchroom has been in the middle of many of the administration's blunders: 

* His review of several nominations failed to find the flaws that turned out 
to be fatal. He didn't uncover* Attorney General -designate Zoe Baird's failure 
to pay taxes on an illegal immigrant she hired as a nanny. And he didn't 
understand the killer impact of civil rights nominee Lani Guinier ' s written 
views on the law and the Constitution. 

* He was at a meeting where the FBI was pressed to approve and support a 
White House press release detailing a bureau investigation of the travel office. 

The White House later said that was improper . 

* He tried to divert congressional inquiry into Mrs. Clinton's secret 
health care task force meetings, arguing that the White House was being 
responsive to Capitol Hill requests. He was rebuked by a federal judge who said 
the White House was stonewalling Congress. 

More recently, Mr. Nussbaum has been accused by the U.S. Park Police of 
interfering in the investigation of Mr. Foster's suicide, has been charged by 
Republicans with attempting to hide the salaries of White House aides and has 
stopped CIA Director R. James Woolsey from briefing Republican Senate Armed 
Services Committee members about Pentagon nominee Morton Halperin, raising 
charges of interference. 

His involvement in the Whitewater-Madison investigation and concerns that he 
is spending tax money to handle part of the Clinton defense against Whitewater 
charges have sparked the latest calls for ethics investigations. 
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"As the Watergate counsel he should have seen how stupid Nixon was. But it 
appears that Clinton has taken Nixon's playtoook and taken everything he learned 
to use it to (his) advantage," a House Republican said. 

Alan Madison, an executive with the pufciic relations firm Powell -Tate who 
has worked with the counsel's office, said th* attacks on Mr. Nussbaum may be 
unfair. 7 

"in that job, no one touts your successes because you are there to keep the 
president out of trouble,” he said. 

But House Republicans say Mr. Nussbaum lied when he said in a letter that 
"no public funds" and "no White House staff members are acting as lawyers” for 
the Clintons in the Whitewater case "where there is no official nexus." 

That letter, provided to The Washington Times, was written Feb. 10 and 
followed three meetings Mr. Nussbaum and two other White House aides had with 
Mr. Altman to disctfms^the RTC's probe of the Madison Guaranty Savings and 
Loan Association. 

House members who received the letter said it was meant to cover up 
Whitewater meetings at the White House and the work of the counsel's office to 
defend the Clintons against Whitewater charges. Rules prohibit the counsel from 
acting as a personal attorney for the president. 

Asked if Mr. Nussbaum was acting as Mr. Clinton's attorney on Whitewater 
issues, White House spokeswoman Dee Dee Myers said this week: "This is something 
that obviously involves the president, and therefore there are issues that you 
can't separate it completely from. He's the president.” 

She noted that the Clintons, have hired a private lawyer to handle their 
Whitewater defense . 

"Which one of them is telling the truth?” asks Rep. Jim Ross Lightfoot, 

Iowa Republican, referring to the apparent clash between Mr. Nussbaum ' s 
suggestion he isn't handling Whitewater-Madison and Miss Myers' statement that 
he is involved. "Neither one." 

Another senior administration official said Mr. Nussbaum "is current with" 
the issues in the independent investigation of Whitewater and allegations that 
Madison improperly funneled money into Whitewater or Mr. Clinton's 
gubernatorial campaigns. The Clintons owned the Whitewater Development Corp. , a 
northern Arkansaa^resort firm, with Madison owner James B. McDougal and his 
wife, Susan. 


Mr. Leach said in a letter to the Office of Government Bthica that Mr. 
Nussbaum's actions in accepting Mr. Altman's invitation for the meeting should 
be investigated. 

"The meeting might have had the effect of being prejudicial to the 
government's case in attempts to recover taxpayer losses related to the failure 
of Madison Guaranty, " Mr. Leach wrote. 


Madison's failure cost taxpayers $50 million. 
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"It stretches credulity" to accept the administration's version that the 
meeting was called only to discuss the statute of limitations for civil 
liability involved in the RTC investigation of Madison. Mr. Leach said. 

He added that Mr. Nussbaum's office has "taken on unprecedented dimensions 
that relate less to the office than the problems of the president." 

****BOX 

PRIVATE BRIEFINGS 

The White House said yesterday that contacts between President Clinton's 
staff and Resolution Trust Corp. workers investigating the Whi tewater -Madison 
affair should not have occurred. A history of the White House-RTC meetings: 

LATE SEPTEMBER - White House Counsel Bernard W. Nussbaum meets with 
Treasury Deputy Counsel Jean Hanson to discuss the naming of President and 
Hillary Rodham Clinton in the RTC's probe of the failed Madison Guaranty 
Savings and Loan. 

LATE OCTOBER - An RTC -White House meeting includes Nussbaum; White House 
Communications Director Mark Gearan; Senior Adviser Bruce Lindsey; Hanson; Josh 
Steiner, now chief of staff to Treasury Secretary Lloyd Bent sen; and 
then-Bentsen spokesman Jack DeVore. 

EARLY FEBRUARY - A meeting called by acting RTC head and Deputy Treasury 
Secretary Roger C. Altman in Nussbaum's office includes Deputy Chief of Staff 
Harold Ickes and Margaret A. Williams, chief of staff for Mrs. Clinton. 

FEB. 10 - Nussbaum tells three House members in a letter that the only 
Whitewater- or Madison- related issues being handled by White House aides are 
congressional and media questions . 

FEB. 25 - Altman reveals in a Senate hearing that he held a meeting in 
early February at the White House to go over an RTC investigation of Madison 
Guaranty Savings and Loan. 

FEB. 26 - Altman recuses himself from RTC work on Madison or the Whitewater 
Development Corp. 

MONDAY - Senate Minority Leader Bob Dole demands congressional hearings into 
the meetings. 

TUESDAY - Sen. Alfonse D 'Amato, New York Republican, joins the call for 
congressional hearings. Rep. Jim Leach, Iowa Republican, calls for an ethics 
investigation, white House spokeswoman Dee Dee Myers says nothing improper 
occurred at the meetings. 

WEDNESDAY - The White House acknowledges that Nussbaum and Treasury 
officials met twice last year to discuss the RTC probe of Madison. 

YESTERDAY - The White House flip-flops and says that the meetings were 
improper . 

GRAPHIC: Photo (color), Bernard Nussbaum ,- Box, PRIVATE BRIEFINGS, By The 
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Forty-three Republican senators yesterday vowed to block the confirmation of 
Ricki R. Tigert to head the Federal Deposit Insurance Corp. (FDIC) unless the 
Democratic congressional leadership calls hearings about the propriety of 
meetings between Deputy Treasury Secretary Roger C. Altman and White House 
Counsel Bernard Nussbaum to discuss the Whitewater-Madison investigation. 

The 43 senators set out their threat in a letter to the Senate leadership. 

"You're asking for big, big trouble and showing some stunningly bad judgment 
when you start mixing politics with law enforcement," Senate Minority Leader Bob 
Dole said of the Nussbaum- Altman meetings. 

As Whitewater charge and countercharge escalated across Capitol Hill, 

Treasury Secretary Lloyd Bentsen asked the independent Office of Government 
Ethics to investigate the meetings. Mr. Bentsen said the probe should 
determine whether ethics rules were broken when the Resolution Trust Corp. 

(RTC) investigation of Madison Guaranty Savings and Loan Association, owned by 
former Clinton business partner James B. McDougal, was discussed. 

The call for an ethics probe came minutes after the White House issued its 
first rules governing meetings between its officials and federal agencies 
looking into Madison and the failed Whitewater Development Corp., which was 
owned by the Clintons, Mr. McDougal and his wife, Susan. Mr. Nussbaum wrote 
the rules. 

"I'm concerned about it,” President Clinton told reporters yesterday 
morning. "Nearly as I can determine, no one has actually done anything wrong or 
attempted to improperly influence any government action. But I think it would 
be better if the meetings and conversations hadn't occurred." 

Mr. Clinton "should get rid of Nussbaum, " House Minority Whip Newt Gingrich 
said. "This White House is getting a bunker mentality, and that can only make 
matters worse . " 

Rep. Henry B. Gonzalez, Texas Democrat and chairman of the House Banking 
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Committee, has resisted OOP calls for an independent probe of the 

Whitewater -Madison affair but agreed to hold an RTC oversight hearing March 24. 

Sen. Alfonse M. D* Amato, New York Republican, who has called for Senate 
hearings, said: "The American people deserve to have confidence that the RTC 
conducts its business in an independent and impartial fashion." 

Mr. D' Amato threatened to block legislation to streamline regulation of the 
banking industry until it is rewritten to protect the banking agencies from 
political interference by Clinton "cronies.” 

At issue are three meetings between White House and Treasury officials to 
discuss Whitewater-Madison issues: 

* A meeting in late September between Mr. Nussbaum and Deputy Treasury 
Counsel Jean Hanson to discuss the naming of the Clintons in the 'RTC ' s probe of 
Madison. 

Federal regulators closed Madison in 1969 at a cost of $50 million. 

* A RTC meeting at the White House in October that included Mr. Nussbaum; 

White House Communications Director Mark Gearan; senior presidential adviser 
Bruce Lindsey; Ms. Hanson; Jack Devore, who was Mr. Bentsen's spokesman; and 
Josh Steiner, Mr. Bentsen's current chief of staff. 

* A meeting early last month requested by Mr. Altman in Mr. Nussbaum ' s 
office that included Harold Ickes r deputy White House chief of staff, and 
Margaret A. Williams, first lady Hillary Rodham Clinton's chief of staff. 

Mr. Altman disclosed the February meeting at a Senate hearing late last 
month. The Washington Post reported the 1993 meetings yesterday. 

"To my knowledge there were no other meetings involving Mr. Altman or Ms. 

Hanson and the White House,” Treasury spokesman Howard Schloss said. 

Spokesmen for the RTC and the FDIC said no other meetings have occurred 
between their officials and White House staff. 

The White House said the meetings were held to discuss how to answer 
congressional and media questions about the Whitewater-Madison affair. 

Earlier this week. White House spokeswoman Dee Dee Myers said the meetings 
were not improper . 

She and Mr. Gearan also suggested that the issue was being hyped by 
Republicans. "There's a lot of politics going on," Mr. Gearan said. 

But Mr. Clinton's statement condemning the meetings - and the newspaper and 
television coverage of them - suggests the White House now believes they were 
improper. 

"We don't need to have any implication that we are in any way trying to 
manage or affect this process. We are not. We must not. And I don't want the 
American people to give it a second thought,” said Mr. Clinton, whom aides 
described as "angry” that his administration was caught in an ethics 
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controversy. 

To offset the appearance of impropriety, White House Chief of Staff Thomas 
F. "Mack" McLarty issued ethics rules crafted by Mr. Nussbaum, whose actions 
prompted Mr. Clinton to seek the new rules. 

Issued throughout the White House, Treasury Department and other agencies 
late yesterday, the rules memo said: 

"Any contact from an executive branch or independent agency regarding 
Madison Guaranty, Whitewater or related matters should be directed promptly to 
the deputy counsel, who is charged with reviewing such contacts and determining 
whether they should be directed to the president's or first lady's personal 
attorney or addressed by the White House. In addition, no contact by the White 
House with executive branch or independent agencies regarding these matters 
should be made without prior authorization from the deputy counsel." 

It was not clear why the ethics rules weren't issued when Mr. Clinton took 
office. It is common practice for a new administration to reissue ethics rules 
left by the past administration. 

C. Boyden Gray, the Bush administration's counsel, said he left ethics 
rules that would have clearly prohibited meetings like the ones between Treasury 
officials and Mr. Nussbaum. 

"We had a rule that you couldn't discuss any investigation with an 
independent agency," Mr. Gray said. 

But Mr. Bentsen's call for an Office of Government Ethics (OGE) 
investigation may have little effect because White House ethics rules are 
written by the White House counsel's office, and most of the OGE rulings deal 
with the financial affairs of government workers. 

Furthermore, the ethics rules usually do not cover the White House counsel's 
office, a Bush administration lawyer said. 

Nevertheless, Mr. Bentsen said an investigation should help clear up 
questions of wrongdoing. 

"I have confidence in the Treasury officials, but to ensure that all ethical 
guidelines were followed, I have instructed the matter be referred to the Office 
of Government Ethics for a thorough review, " he said. 

A Bush administration ethics lawyer said the meetings were improper because 
they alerted the Clintons that they were named in the RTC probe of Madison. 

"It has the effect to tip the White House off that there was a criminal 
investigation. You tip people off, and evidence has a tendency of disappearing, 
a la shredding," the lawyer said. 

* Paul M. Rodriguez and Michael Hedges contributed to this report. 

* * * * PHOTOS /BOX 

PROFILES OF PLAYERS 
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The following high-level White House and Treasury Department employees were 
involved in meetings to brief the White House on Resolution Trust Corp. ' s 
investigation of the Whitewater Development Corp. and the failed Madison 
Guaranty savings and Loan. 

WHITE HOUSE COUNSEL 

BERNARD W. NUSSBAUM: Hillary Rodham Clinton served with him when he was 
senior associate special counsel for the House Judiciary Committee impeachment 
inquiry regarding President Nixon. Since coming to the White House, the former 
New York lawyer has been involved in "Travelgate, " Whitewater and bungled 
Justice Department nominations, among other incidents. 

TREASURY DEPARTMENT COUNSEL JEAN HANSON: She is a lawyer who has been with 
the New York City firm of Fried, Frank, Harris, Shriver and Jacobson since 1976. 

She was not politically active, but Robert H. Mundheim, U.S. secretary of the 
Treasury in the Carter administration and previously co-chairman of Fried, 

Frank, suggested that she apply for the job. 

WHITE HOUSE COWTONI CATIONS DIRECTOR MARK GEARAN: He served as press 
secretary for Michael Dukakis' presidential campaign and senior adviser for 
Clinton's presidential campaign. 

SENIOR CLINTON ADVISER BRUCE LINDSEY: Clinton's longtime friend and one-time 
law partner has been assigned to answer questions about the ongoing 
Whitewater-Madison affair. 

JOSH STEINER, CHIEF OF STAFF TO 

TREASURY SECRETARY LLOYD BENTSEN: 

He came to Washington from the New York Public Library where he was the top 
aide to Timothy Healy, the library president and longtime Georgetown university 
president. Clinton graduated from Georgetown. Steiner's predecessor at the 
library was George Stephanopoulos . 

JACK DEVORE, FORMER- SPOKESMAN FOR BENTSEN: Served as the former Texas 
senator's spokesman for 21 years. Left the administration in the fall to work 
in private consulting. 

DEPUTY TREASURY SECRETARY ROGER C. ALTMAN: Also is acting head of the 
Resolution Trust Corp. 

DEPUTY CHIEF OF STAFF HAROLD ICKBS: Ickes, a New York lawyer, met Clinton 
more than 20 years ago in the anti -Vietnam War movement. He engineered 
Clinton's New York primary win and managed the New York Democratic convention 
that nominated Clinton. 

MARGARET A. WILLIAMS, CHIEF OF STAFF TO HILLARY RODHAM CLINTON: She has 
been associated with the first lady since 1984, when she was communications 
director at the Children's Defense Fund. She served as press deputy for the 
Democratic National Committee and was Clinton's 1992 presidential campaign. 

GRAPHIC: Photo, President Clinton is "concerned" about the ethics 
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"As nearly as I can determine, no one has actually done anything wrong or 
attempted to improperly influence any government action,” said Bill Clinton 
yesterday, bobbing and weaving his way around the most recent break in the 
Whitewater levies. Mr. Clinton apologized for the naughty "appearances” and 
assured the nation that his staff from now on "will be much more sensitive." 

Pretending the affair was all wrapped up, Mr. Clinton said, "I don't think 
there will be further problems . " 

The president can certainly hope. But the problems he already has are not 
about to go away. Nor are these problems about mere "appearances." The 
president admitted yesterday that senior Treasury Department officials have been 
having pow-wows with top White House officials. Discussed was the progress of 
the Resolution Trust Corp.'s investigation into the failed Arkansas Savings and 
Loan tied to the Clinton's land dealings. These Treasury officials are involved 
in the running of the RTC, an independent agency that is currently without a 
head. As revealed yesterday in The Washington Post, Treasury's general counsel, 

Jean Hanson, passed on confidential information about the RTC's criminal 
referral on Madison Guaranty Savings a Loan. In the referral the RTC asked 

the Justice Department to investigate criminal wrongdoing at Madison, and named 

the Clintons as objects for inquiry (without actually accusing them of 

wrongdoing) . 

This would be bad enough if it weren't for the fact that the details were 
related to Bernard Nussbaum, the white House counsel. This is the same Mr. 

Nussbaum who has been accused of being involved in some sort of Whitewater 
coverup; the same Mr. Nussbaum who secretly removed Whitewater files from the 
White House office of Vince Foster before they could be discovered by FBI agents 
investigating Mr. Poster's death; the same Mr. Nussbaum who recently met with 
deputy Treasury secretary and acting RTC chief Roger Altman for a Madison 
Guaranty update . 

Mr. Altman has already admitted that that meeting - at which Jean Hanson 
was also present -showed "bad judgment," and has recused himself from any other 
Whitewater matters. But the interest of the attendance roster does not stop 
there. Mr. Altman's meeting with the Clinton team included not only Mr. 

Nussbaum but also deputy chief of staff Harold Ickes and Hillary Clinton's top 
aide, Margaret Williams. Ms. Williams is no stranger to Whitewater funny 
business. As The Washington Times' Jerry Seper first reported, she was another 
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The Washington Times, March 4, 1994 


Page 151 


Clinton staffer in on the Foster files search after his death. 

Nor was this (nesting some kind of isolated indiscretion. Feeding the White 
House inside information on the Whitewater investigation was a recurring 
practice at Treasury, involving the repeated involvement of several of the 
department's key political officials. 

As much as the White House may try, no one is buying the argument that this 
sort of insider legal trading is just a matter of "appearances" of the sort Mr. 
Clinton has promised to rectify. What matters is behavior. The behavior of 
Clinton administration officials, both in the White House and at Treasury, calls 
for thorough investigation. No doubt special Whitewater counsel Robert Fiske 
Jr. will look into this fiasco. But if 12 years of precedent about the 
threshold of executive branch misconduct required for Congress to take notice 
has any meaning, there is need for the congressional investigation being 
demanded by Republicans in both houses. The fear of tough questioning in front 
of a Capitol Hill panel is just what would have made Mr. Altman and his 
assistants think twice before jumping into the Whitewater quagmire. The 
Democrats' persistent abdication of their investigative and oversight 
responsibilities when it comes to questions of Mr. Clinton's behavior has 
emboldened administration officials to engage in actions that reek of coverup. 

LANGUAGE: ENGLISH 

LOAD-DATE-MDC: March 4, 1994 
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To: Peter E. KnightCOGRtRTCDC, 

Cc: Grace P. Morgan tOGRfRTCDC, Steve S. Pr imroseBOGRBRTCDC 

Janet M. Mart inf OGRORTCDC , Denise Lindsey •OGR9RTCOC 
Carol Obrien«OGR«RTCDC 


From: Catherine A. GlabachOOGRORTCDC 

Subject: WHITEWATER NEWS - CBS 

Date: Thursday, January 27, 1994 16:02:59 EST 

Attach: 

Certify: N 

Forwarded by: Peter E. Knight 90GR9RTCDC 


Coaments by: Peter E. Knight 0OGRIRTCDC 

Forwarded to: Stephen J. KatsanostComlRTCDC 

Ellen B. Ku lkaOLega 1 -sctRTCDC 

William C. CollishawtLegal-raORTCDC 

James R. DudineOOper-invCRTCDC 

Comments : 

FYI 


— — - — [Original Message] 

I SPOKE TO CASEY A LITTLE WHILE AGO. SHE THOUGHT YOU MIGHT WANT TO KNOW THAT 
CBS'S PROGRAM "EYE ON AMERICA" ON THE DAN RATHER/CONNIE CHUNG NEWS PROGRAM 
f~«ANNEL 9, AT 6:00 OR 6:30) WILL BE AIRING A STORY EXPLAINING THE WHITEWATER 
. ESTIGATION AND PRESIDENT'S INVOLVEMENT TONIGHT. 

THANKS. 
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To: 


C 


Bcc: 

From: 

Subject: 

Date: 

Attach: 
Certify: 
Forwarded by: 


Stephen J. KatsanosBCommtRTCDC 
Felisa N. NeuringerOCommORTCDC 
Michael W. FulwideriCommfRTCDC 
Mark Gabrellian8Legal-pls8RTCDC 
April A. BreslawBLegal-plsCRTCDC 
Janes J. lgo§Legal-pls§RTCDC 
Ton Murray# Invest igationsgRTCDEN 

Terry S. Arbit#Legal-pls#RTCDC 
ABC Neva 

Wednesday, , February 16, 1994 11:23:36 EST 
N 

Mark Gabrellian#Legal-pls#RTCDC 


Consents by: Mark Gabrellian#Legal-pls#RTCDC 

Forwarded to: Thomas L. Hindes#Legal-pls#RTCDC 

Ellen B. Kulka#Legal-sc#RTCDC 
Comments: 

FYI. Involvement of the Pillsbury firm will become known sooner or 
later since they are starting to make appearances (eg, through 
contacts with lawyers for the Rose Law Firm, etc.)* The firm is 
drafting a memo for distribution (after my review) to its attys on 
the case, re-asserting the RTC's policy re press contacts. 


[Original Message] 

I just received a call from an Aram Roston of ABC News/World News 
Tonight. He said he was aware that I was Assisting the Kansas City Office in 
the professional liability investigation of Madison Guaranty,” and he wanted 
to ask me a few questions. I told him that I could not comment to him, and 
offered to give him the names and phone numbers of the folks in our press 
office. He said that he already knows Steve Katsanos and talks to him 
regularly. Despite ay telling him that I could not comment, he said he wanted 
to ask me about the hiring of a San Francisco law firm to handle this matter. 

I told him that I could not comment on the hiring of law firms, and that he 
should contact the RTC press office with his questions. He gave me his number 
(212-456-2400) in New York, though he said he was in DC today. I told him 
that I would inform our communications office of his call. He did not 
indicate how he had gotten my name. 
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To: 


r 


Bcc: 

From: 

Sub j act: 

Data: 

Attach: 
Certify: 
Forwarded by: 


Comments by: Stephen J. KatsanosSCommSRTCDC 

Forwarded to: Ellen B. KulkaCLegal-scCRTCDC 

Comments: 

This is FYI. The reporter is the same one I mentioned to you 
concerning his request for an interview. 


— — [Original Message] 

I just received a call from an Aram Boston of ABC News/World News 
1.. light. He said he was aware that I was Assisting the Kansas City Office in 
the professional liability investigation of Madison Guaranty,** and he wanted 
to ask me a few questions. I told him that I could not comment to him, and 
offered to give him the names and phone numbers of the folks in our press 
office. He said that he already knows Steve Katsanos and talks to him 
regularly. Despite my telling him that I could not comment, he said he wanted 
to ask me about the hiring of a San Francisco law firm to handle this matter. 

I told him that I could not comment on the hiring of law firms, and that he 
should contact the RTC press office with his questions. He gave me his number 
(212-456-2400) in New York, though he said he was in DC today. X told him 
that I would inform our communications office of his call. He did hot 
indicate how he had gotten my name. 
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Stephen J. KatsanosfCammCRTCDC 
Felise M. Neuringer«Comm«RTCDC 
Michael W. FulwiderCConmCRTCDC 
Mark GabrellianlLegal-plstKTCDC 
April A. Breslawf Lega 1-p IstRTCDC 
James J. IgoCLegal-plstRTCDC 
Tom MurraytlnvestigationsCPTCDEN 

Terry S. ArbitSLegal-plsSRTCDC 
ABC News 

Wednesday, February 16, 1994 11:23:36 EST 
N 

Stephan J. KatsanostCommgRTCDC 
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To: 

Cc: 

Bcc: 

F * *»n: 

: ject: 

Date: 

Attach: 
Certify: 
Forwarded by: 


Ellen B. KulkaBLegal-sciRTCDC 

John E. RyanCCEO0RTCDC, Peter E. KnightfOGRfRTCDC 

Stephen J. KatsanostConntRTCDC 
Bentsen/Nadison 

Thursday, February 17, 1994 9:48:09 EST 

N 


I thought you should know (if you have not been notified) that the FOIA office 
is preparing to release a letter we found last week from Secretary Bentsen 
relating to Madison. The letter is a routine const ituent-related natter. 
However, this letter has been sought by the Washington Post, LA Tines and ABC. 

When they read it, they should deternine it is not newsworthy . However, a 
consent night be sought. 


isaez 
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To: Ellen B. Kulka§Legal-sc§RTCDC 

Thomas L. Hindes§Legal-pls§RTCDC 

Co: John E. Ryan§CEO§RTCDC, Stephen J. Katsanos§Comm@RTCDC 


i ,a: 

Subject: 

Date: 

Attach: 
Certify: 
Forwarded by: 


Peter E. Knight §OGR§RTCDC 
Pillsbury, Madison 

Thursday, February 17, 1994 10:06:51 EST 
N 


We have received a request for confirmation of the item in this morning's 
Washington Post that we have retained Pillsbury Madison for work relating to 
Madison Guaranty. The request came from Senator Riegle's staff. 

please advise 
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To: 

Cc: 

Bcc: 

r y*i 

1 ject: 

Date: 

Attach: 
Certify: 
Forwarded by: 


Ellen B. KulkalLegal-scBRTCDC 


Stephen J. KatsanosfCommBRTCDC 
Thursday, February 17, 1994 16:52:15 EST 
Y 


Ellen — 

Two items: 

ABC World News claims that in their conversation with Roger Altman, he (Roger) 
said you can talk with them if you want to but he **cannot force you." 

The reporter claims Roger indicated you could clear up any misunderstanding 
about his (Roger's) asking you if you would brief the President's outside 
counsel on RTC's activities/ findings with respect to Nadison/the Rose Law 
Firm. I think you and Roger ought to talk about this one. Ms. Hanson 
probably ought to be consulted, too. The reporter has been told she actually 
carried the message and response. My thoughts, for what they are worth: your 

client, or his intermediary, is in the best position to explain what he meant. 

However, I don't think he should have engaged in this conversation. ABC 
apparently agreed not to use what he told them. They will feel that agreement 
is honored if the story is confirmed by someone else. 


Second item: Howard Cox's Rose Law Firm report, as mentioned in today's 

Washington Times. The Post and Newsweek want copies, comments, please 
advise 1 
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To: 

Cc: 


L : 

From: 

Subject: 

Date: 

Attach: 
Certify: 
Forwarded by: 


Peter E. Knight #OGR§RTCDC 
Ellen B. Kulka@Legal-sc@RTCDC 
Arthur J. KusinskieEthics@RTCDC 
Carol Obrien0OGR6RTCDC 

Donald L. Rosholt6Ethics#RTCDC 

Altman Recusal List 

Friday, February 18, 1994 11:54:48 

N 


EST 


Ellen Kulka and the Treasury Department do not want Mr. Altman's Recusal List 
released with the D' Amato letter until Mr. Altman has been made aware of this 
and doesn't have a problem with it. Treasury will get back to Art or me ASAP 
once they have an opportunity to discuss this with him. Please hold off on 
your memo until then. Thanks! 
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To: 

Cc: 

Bcc: 

mz 

w jject: 

Date: 

Attach: 
Certify: 
Forwarded by: 


Ellen B. Kulka§Legal-sc§RTCDC 
Wilma H. LekanBLegal-scSRTCDC 

Thomas L. Hindes§Legal-pls§RTCDC 
Altman recusal 

Tuesday, March 1, 1994 15:34:26 EST 
P: \tlh\vp\memos\altman.rec 
N 


You asked me yesterday to try my hand at a memo to PLS attorneys and 
investigations, informing them of the Altman recusal on Madison. Attached is 
a draft of a first cut at this. It is attached as a WP document and Wilma 
can print it as well as do any editing you desire. Let me know what more you 
would like me to do on this project. Thanks. 
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INTEROFFICE MEMORANDUM 
RTC LEGAL DIVISION 


RESOLUTION TRUST CORPORATION 
801 17TH STREET, NW 
WASHINGTON, DC 20434-0001 


PRIVILEGED AMD CONFIDENTIAL 

ATTORNEY B B PRQPVCT/ATTQRlfEI-CIiIHf T C OMMVMICATION 


MEMORANDUM TO: 


FROM: 


SUBJECT: 


DATE: 


PROFESSIONAL LIABILITY ATTORNEYS AND STAFF 

OFFICE OF INVESTIGATIONS PERSONNEL 

Ellen B. Kulka 
General Counsel 

Madison Guaranty — Recusal of Interim CEO 

Roger Altman 


March 1, 1994 


On February 25, 1994, RTC Interim CEO Roger Altman announced that 
he was recusing himself from all further involvement in matters 
relating to Madison Guaranty Savings 6 Loan Association ("Madison") 
of Little Rock, Arkansas. This recusal should be interpreted very 
broadly. In the event you are dealing with any legal or 
investigative matter which does or may involve Madison, however 
peripherally, you should. assume that this recusal is applicable and 
take appropriate steps to ensure that information regarding this 
matter is not transmitted in any fashion that might come to Mr. 
Altman's attention. In case of doubt whether a particular matter 
is affected by the recusal or is being transmitted in a way that 
could cause it to be distributed to Mr. Altman, you should consult 
your immediate supervisor for guidance . 

As you all know, the work RTC is performing with respect to Madison 
— and in all professional liability cases and investigations — is 
of the highest sensitivity and importance. I would like to stress 
this point and underscore the responsibility each of you shares to 
ensure that our efforts in this area are conducted with the utmost 
professionalism. One of the keystones of this professionalism must 
be the protection of the confidential and privileged nature of 
information developed in these investigations. We simply cannot 
tolerate unauthorized release of information regarding professional 
liability matters. The risk of damage to the reputations of 
innocent persons or prejudice to the effective pursuit of our 
claims is too great. I know that I can count on each of you to 
remain diligent in your observance of these vital professional and 
ethical obligations. 


cc: John E. Ryan 
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To: 

cc: 

P' c: 
a: 

L ject: 

Date: 

Attach: 
Certify: 
Forwarded by: 


Ellen B. KulkaQLegal-scgRTCDC 
dir, , Peter E. Knight§OGR§RTCDC 

Arthur J. Kusinski§Ethics§RTCDC 

Leach letter of March 1 

Thursday, March 3, 1994 16:54:06 EST 

N 


I told you this morning that someone on the Hill had asked for all our ethics 
publications — regs, policies, directives, etc., but I couldn't remember who 
it was. It was Senator D'Amato's office, not Leach. 

Leach in fact has the wrong regs. The regulations he cites in his letter of 
March 1 are the old RTC ethics regulations which have since been supplanted by 
the new OGE regs and the revised supplemental RTC regulations. 

Also, Peter Knight asked me to double-check with you about my talking toTreasury 
about the Leach letter in light of the fact that Altman is now recused from 
Madison G. matters. I don't see how this would affect our coordinating who is 
going to be answering the letter, but as a courtesty to Peter, I said I would 
check with you. 

Finally, Peter asked that we, RTC, prepare a response to the Leach letter in 
case we need to have one. That's no problem. However, in assembling a 
r ponse, what Mr. Altman told the Senate Banking Committee last Thursday 
&..., not be enough for us to opine on the appropriateness of his meeting at the 
White House (on the other hand, it may be — we're getting the transcripts 
from Peter). But if it isn't, the possibility arises that we may have to ask 
Mr. Altman for more information, about this meeting. I realize how sensitive 
this may be if it comes to that, and you need to be thinking about what we do 
under such circumstances. We will do nothing, of course, without first 
clearing with you and getting your direction. 

Art 
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To: 


Cc: 

Bcc: 

From: 

Subject: 

Date: 

Attach: 
Certify: 
Forwarded by: 


John E. Ryan®CEO§RTCDC, Ellen B. Kulka§Legal-sc®RTCDC 
James M. Barker@Legal~sc§RTCDC 

Peter E. Knight §OGR®RTCDC, Jack H. Buckley §OES@RTCDC 

April A. Breslaw@Legal-pls§RTCDC 

Gregg H.S. Golden@Legal-lit@RTCDC 

James J. Igo@Legal-pls©RTCDC 

Terry S. Arbit§Legal-pls§RTCDC 

Steve S. Primrose@OGR@RTCDC 

Wilma H. Lekan§Legal-sc§RTCDC 

Sharon D. Hume § Legal- sc GRTCDC 

Margaret L. Lunsford§Legal-sc§RTCDC 

Mary D. Hopkins§Legal-lit§RTCDC 

Meg J. Kruse@CEO@RTCDC 


Thomas L. Hindes®Legal-pls§RTCDC 
Tuesday, March 8, 1994 11:00:16 EST 
Y 


Interim CEO Roger Altman has forwarded to the RTC a copy of a Grand Jury 
subpoena he received, requiring the production of certain specified 
documents. The nature of the request is such that the recipients of this e- 
mail are believed to be the only persons at the RTC who might be in 
r session of responsive documents. To summarize, the subpoena requires the 
p. eduction of documents "referring or relating to any contacts, meetings or 
conversations about or regarding Madison Guaranty. . . held between or among" 
White House or Hillary Rodham Clinton staff and Treasury or RTC employees; 

In short, they are looking for. documents that in anyway discuss or refer to 
meetings that may have been he id between White House personnel and anyone 
from DOT or RTC. The most obvious — and the only known examples of any such 
documents — would be certain "Q & A" materials prepared in connection with 
the Senate Banking Hearing on February 24. We do not intend to limit our 
search to those "Qs & As", however, and if anyone has any knowledge of other 
responsive documents, interpreting the request in the broadest possible 
terms, please let me or Jim Barker know ASAP. If you have any questions 
about the interpretation of this request, again call Jim or myself. If you 
think there might be anyone else who should receive this request — the 
recipients are people who participated in some fashion in preparing the 
Senate testimony and the Q & A responses — please let me know. 

The return date on the subpoena is Thursday morning, March 10, and we need to 
pull our documents together very quickly. Margaret Lunsford is going to 
collect and organize this data, and I would request that you place any 
responsive documents in your possession in a file folder and deliver them to 
Margaret. Her office is in the General Counsel's suite, 10th floor, 801 
17th. Please try to complete this process by the end of the day. If for 
some reason you cannot complete this task by the end of the day, please so 
inform me. Thank you. 
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To: Ellen B. Kulka§Legal-sc§RTCDC 

Cc: 

Bcc: 

] m: Stephen J. Katsanos§Comm§RTCDC 

i. ejects ABC 

Date: Wednesday, March 9, 1994 12:14:03 EST 

Attach: 

Certify: N 

Forwarded by: 


ABC plans to run their story tonight regarding the alleged request to you from 
Roger Altman to brief the President's private lawyers on Madison related 
matters. I mentioned to you earlier that the reporter on this claims that ABC 
has spoken with Altman on this on a "background" basis and claims to have been 
told by Roger that you could "clear up any misunderstanding" about what he 
intended regarding this alleged request. ABC now claims that they have this 
request confirmed by another source and will run with the story tonight. They 
would like to interview you on this. However, absent agreement to an 
interview, they will say that you, through a spokesman, said that Altman, the 
CEO, is your client and as such any conversations are protected by attorney 
client privilege. I told them I would prefer they not use that phrasing and 
suggested instead that they say you believe as general counsel you feel any 
conversations you may have with RTC officials relate to the RTC's business and 
would be inappropriate for you to discuss with the press. They prefer the 
attorney/client privilege soundbite 

: ' you would like to talk with them, now is the time. Arim Rosten is at 
fc -7300. I would like to know if you call. If you want me to try for 
another response, let me know. I have suggested, as I have in the past, that 
if they believe such a conversation took place, the person to talk to to 
properly understand intent is the one who allegedly made the request, Roger 
Altman. 
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Bcc: 

From: 

Subject: 

Date: 

Attach: 
Certify: 
Forwarded by: 


L. Richard Iorio§INVEST-l§RTCKC 
Julie F. Y anda 6 LEG AL-PLS @ RTCKC 
James R. Dudine@Oper-invgRTCDC 
Tom MurrayglnvestigationsgRTCDEN 
Thomas L. Hindes@Legal-pls§RTCDC 

Mark GabrelliangLegal-plsgRTCDC 
Madison Guaranty Savings & Loan Assoc. 
Friday, March 11, 1994 9:46:25 EST 

N 

Mark Gabrellian@Legal-pls@RTCDC 


Forwarded to: Ellen B. Kulka@Legal-sc@RTCDC 

cc: 

Comments by: Mark Gabrellian§Legal-pls§RTCDC 

Comments: 

For your information 

[Original Message] — 


The RTC has agreed to produce to the Independent Counsel 
investigating potential federal criminal law violations arising out of the 
operations of Madison Guaranty Savings and Loan Association and its related 
cities ("Madison Guaranty") the same documents identified in the federal 
*nd jury subpeona served upon, among others, the Deputy Secretary of the 
Treasury. 

In order to comply with the Independent Counsel's request, it is 
important that you and your staffs take all appropriate steps to search for, 
compile and forward to my attention any and all documents (whether typed, 
hand-written or electronically generated) that constitute the following: 

Any and all documents and/or communications referring or relating 
bo any criminal rafarrala nada by tha Resolution Trust Corporation 
about or regarding Madison Guaranty Savings & Loan, its subsidiaries 
or affiliates. 

Unfortunately, time is of the essence. Accordingly, I would ask that 
this request be forwarded to your staffs immediately and that you endeavor to 
get me whatever such documents may exist and can be readily compiled by 
Tuesday, March 14, 1994. Obviously, however, this creates a tremendous 
burden on very short notice so that, if it is practical only to provide some 
portion of what may be in you and your staffs possession by that date with an 
indication that more will follow, please contact me so that we may advise the 
Independent Counsel and proceed accordingly. 

In addition, we will need to advise the Independent Counsel of the 
due diligence procedures employed in responding to the production request. 

^ ere fore, I would ask that you document the instructions transmitted to your 
ffs and the process and progress of the search and transmit the same to 


Finally, I should note that some have already responded to this 
production request and I do not, by transmittal of this memorandum, suggest 
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’that those responses be duplicated. You should, however, indicate in your 
due diligence memorandums that which has already been compiled and 
transmitted by your staffs. The criminal referrals themselves, of course, 
h«ve been transmitted to the Department of Justice and the work papers had 
viously been subpeoned and reviewed. For the time being, I believe we can 
Hold off on making a copy of the work papers until we confer further with the 
Independent Counsel's office. 

I thank you and your staffs for cheir cooperation. Please feel free 
to call me should you have any questions. 
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To: 


Cc: 

Bcc: 

From: 

Subject: 

Date: 

Attach: 
Certify: 
Forwarded by: 


John E. RyanlCEOiRTCDC 
Ellen B. Kulka@Legal-sc@RTCDC 
Stephen J. Katsanos§Comm§RTCDC 
Peter E. Knight§OGR§RTCDC 
William C. Collishaw§Legal-ra§RTCDC 
James M. Barker§Legal-sc§RTCDC 
Mark P. Hileman§Legal-lit§RTCDC 
Thomas L. Hindes§Legal-pls§RTCDC 

Mark Gabrellian@Legal-pls§RTCDC 
Madison Guaranty Savings & Loan Assoc. 
Friday, March 11, 1994 13:59:50 EST 

N 

Sharon D. Hume@Legal-sc@RTCDC 


Comments by: Ellen B. Kulka§Legal-sc@RTCDC 

Forwarded to: James M. Barker§Legal-sc®RTCDC 

Margaret L. LunsfordiLegal-sciRTCDC 

Wilma H. Lekan§Legal-sc§RTCDC 

Sharon D. Hume§Legal-sc§RTCDC 

Cheryl D. King§Legal-sc§RTCDC 

Comments : 

Please tell me by the end of the day if you have any documents that 
are responsive to the attached E-Mail. 


[Original Message] 


The RTC has agreed to produce to the Independent Counsel 
investigating potential federal criminal law violations arising out of the 
operations and subsequent failure of Madison Guaranty Savings and Loan 
Association and its related entities ("Madison Guaranty") the same documents 
identified in the federal grand jury subpeona served upon, among others, the 
Deputy Secretary of the Treasury. 

In order to comply with the Independent Counsel's request, it is 
important that you and your staffs take all appropriate steps to search for, 
compile and forward to my attention any and all documents (whether typed, 
hand-written or electronically generated) that constitute the following: 

Any and all documents and/or communications referring or relating 
to any criminal referrals made by the Resolution Trust Corporation 
about or regarding Madison Guaranty Savings & Loan, its subsidiaries 
or affiliates. 

Unfortunately, time is of the essence. Accordingly, I would ask that 
this request be forwarded to your staffs immediately and that you endeavor to 
get me whatever such documents may exist and can readily be compiled by 
Tuesday, March 14, 1994. Obviously, however, this creates a tremendous 
k ien on very short notice so that, if it is practical only to provide some 
portion of what may be in you and your staffs' possession by that date with 
an indication that more will follow, please contact me so that we may advise 
the Independent Counsel and proceed accordingly. In fact, we have already 
apprised the Independent Counsel that, because of the breadth of this 
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request, the search for all responsive documents will likely take some time. 

In addition, we will need to advise the Independent Counsel of the 
due diligence procedures employed in responding to the production request. 

’ ref ore, I would ask that you document the instructions transmitted to your 
staffs and the process and progress of the search and transmit the same to me. 

I thank you and your staffs for their cooperation. Please feel free 
to contact me should you have any questions. 
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To: 


Cc: 

Bcc: 

From: 

Subject: 

Date: 

Attach: 
Certify: 
Forwarded by: 


John E. Ryan@CEO@RTCDC 
Ellen B. Kulka§Legal-sc@RTCDC 
Stephen J. Katsanos§Comm§RTCDC 
Peter E. Knight§OGR@RTCDC 
William C. Collishaw@Legal-ra§RTCDC 
James M. Barker ILegal-scIRTCDC 
Mark P. Hileman§Legal-lit@RTCDC 
Thomas L. Hindes§Legal-pls@RTCDC 

Mark Gabrellian§Legal-pls@RTCDC 
Madison Guaranty Savings & Loan Assoc. 
Friday, March 11, 1994 13:59:50 EST 

Y 


The RTC has agreed to produce to the Independent Counsel 
investigating potential federal criminal law violations arising out of the 
operations and subsequent failure of Madison Guaranty Savings and Loan 
Association and its related entities ("Madison Guaranty") the same documents 
identified in the federal grand jury subpeona served upon, among others, the 
Deputy Secretary of the Treasury. 

In order to comply with the Independent Counsel's request, it is 
important that you and your staffs take all appropriate steps to search for, 
c pile and forward to my attention any and all documents (whether typed, 
h. ..d-written or electronically generated) that constitute the following: 

Any and all documents and/or communications referring or relating 
to any criminal referrala made by the Resolution Trust Corporation 
about or regarding Madison Guaranty Savings 6 Loan, its subsidiaries 
or affiliates. 

Unfortunately, time is of the essence. Accordingly, I would ask that 
this request be forwarded to your staffs immediately and that you endeavor to 
get me whatever such documents may exist and can readily be compiled by 
Tuesday, March 14, 1994. Obviously, however, this creates a tremendous 
burden on very short notice so that, if it is practical only to provide some 
portion of what may be in you and your staffs' possession by that date with 
an indication that more will follow, please contact me so that we may advise 
the Independent Counsel and proceed accordingly. In fact, we have already 
apprised the Independent Counsel that, because of the breadth of this 
request, the search for all responsive documents will likely take some time. 

In addition, we will need to advise the Independent Counsel of the 
due diligence procedures employed in responding to the production request. 
Therefore, I would ask that you document the instructions transmitted to your 
staffs and the process and progress of the search and transmit the same to me. 

I thank you and your staffs for their cooperation. Please feel free 
t contact me should you have any questions. 
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To: 

Cc: 

1 : 

From: 

Subject: 

Date: 

Attach: 
Certify: 
Forwarded by: 


Ellen B. Kulka§Legal-sc§RTCDC 
John C. Binkley§Legal-ra@RTCDC 
Peter E. Knight eOGR®RTCDC 

Arthur J. Kusinski§Ethics§RTCDC 
Release of Altman Recusal Memo 
Thursday, May 5, 1994 10:21:06 EDT 

N 


Ellen — FYI, yesterday we released to the Hill the memorandum I sent to 
Mr. Altman in February advising him that he was under no legal obligation to 
recuse himself on the Madison/Whitewater matters because of his relationship 
to the Prseident. This was done only after clearance by Treasury and, we 
understand, Mr. Altman's personal OK. We also coordinated and cleared it with 
Jack Binkley and Peter Knight (who actually sent the letter to the Hill) . 

I'm comfortable with the release. The memorandum is correct on the law and 
was cleared by 06E. And, it was written with the knowledge that it would 
someday be requested by the Hill. 

Art 
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STATEMENT ON WASHINGTON. D.C. INVESTIGATIONS 

The Washington, D.C. Office of the Independent Counsel 
has completed two separate investigations: 

(1) An investigation to determine whether the cause of 
the death of Vincent W. Foster, Jr. was a suicide or a homicide, 
and if it was a suicide, .whether any matter related to the 
Clintons' involvement in the Whitewater Development Company 
("Whitewater"), Madison Guaranty Savings and Loan ("Madison 
Guaranty") or Capital Management Services ("CMS") played any role 
in his death; and 

(2) An investigation to determine whether a criminal 
prosecution should be brought against anyone for obstruction of 
justice or a violation of any other federal statute for conduct 
arising out of a series of meetings and other contacts between 
White House and Treasury Department officials from September 1993 
through March 1994. 

A third investigation, to determine whether a criminal 
prosecution should be brought against anyone for obstruction of 
justice or a violation of any other federal statute for conduct 
involving the handling of Mr. Foster's documents in the White House 
immediately following his death, is in its final stages and should 
be completed shortly. 

We announce today the results of the two completed 
investigations. We are satisfied that all of the issues involved 
in these investigations have been fully and thoroughly 
investigated. In total, attorneys from this Office and agents of 
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the Federal Bureau of Investigation ("FBI") questioned 188 persons 
and reviewed and analyzed thousands of documents . Other 
investigative steps were also undertaken. 

I am extremely grateful for the commitment and effort of 
the lawyers on my staff in Washington; Roderick C. Lankier, Mark J. 
Stein and Carl J. Stich, Jr., and the FBI agents who have worked 
with us, which has enabled us to conduct and complete these two 
investigations in a period of less than four months. 


The___Foster__Death Investigation 

At this time, we are issuing a complete report on the 
death of Vincent Foster. This report concludes that on July 20, 
1993, Mr. Foster committed suicide in Fort Marcy Park, Fairfax 
County, Virginia. The report lists a number of factors that may 
have contributed to his suicide, and finds no evidence that matters 
relating to Whitewater, Madison Guaranty or CMS played any role in 
his death. The investigation into Mr. Foster's death was not a 
grand jury investigation. It consisted of interviews by attorneys 
and FBI agents working with this Office, and of extensive forensic 
and pathological laboratory analyses. Accordingly, there are no 
grand jury secrecy restrictions on the public issuance of a full 
report, and we are making public such a report at this time.* We 

Rule 6 (e) of the Federal Rules of Criminal Procedure 
provides, in relevant part, "(2) A grand juror, an interpreter, a 
stenographer, an operator of a recording device, a typist who 
transcribes recorded testimony, an attorney for the government, or 
any person to whom disclosure is made [pursuant to a specified 
exception] shall not disclose matters occurring before the grand 
jury, except as otherwise provided for in these rules. ... A 

2 
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will submit a copy of this report to the division of the Court of 
Appeals for the District of Columbia referred to in Title 28, 
United States Code, Section 49, as part of the report required by 
Title 28, Code of Federal Regulations, Section 600.2(b) (1). 

White House /Treasury Contacts Investigation 

On February 24, 1994 Deputy Treasury Secretary Roger 
Altman disclosed in testimony before the Senate Banking Committee 
that he and Treasury General Counsel Jean Hanson had met with 
members of the White House staff on the subject of the Resolution 
Trust Corporation's C'RTC's") investigation of Madison Guaranty 
Savings fie Loan ("Madison Guaranty") . In the days and weeks that 
followed that testimony, disclosures were made about additional 
meetings and contacts that occurred from September 1993 through 
February 1994 between Treasury representatives and White House 
staff on the subject of Madison Guaranty. Following these 
disclosures, Members of Congress, the press and other individuals 
raised questions about what occurred at these meetings and whether 
there was any attempt by members of the Administration to 
improperly influence the RTC investigation. 

As a result of these disclosures and the issues that 
arose from them, this Office conducted a grand jury investigation 
to determine whether any Government official did anything during or 
following these contacts that amounted to obstruction of justice 


knowing violation of Rule 6 may be punished as a contempt of 
court . " 

3 


15/00 



2678 


under the federal criminal laws. 

The purpose of this investigation was to determine 

whether the evidence established that any of those contacts, viewed 

individually or collectively, amounted to a violation of law by 

anyone involved. A total of more than twenty different contacts, 

either face-to-face meetings or telephone conversations, were 

investigated. The investigation focused on whether in the course 

of any of these contacts, any individual obstructed justice, 

attempted to obstruct justice, or conspired with others to obstruct 

justice, as defined in Title 18, United States Code, Section 1505. 

That section provides, in pertinent part: j 

Whoever corruptly . . . influences, obstructs,! or 
impedes or endeavors to influence, obstruct, or 
impede the due and proper administration of the law 
under which any pending proceeding is being had 
before any department or agency of the United 
States . . . [s] hall be fined not more than $5,000 
or imprisoned not more than five years, or both. 

After a review of all the evidence, we have concluded 
that the evidence is insufficient to establish that anyone within 
the White House or the Department of the Treasury acted with the 
intent to corruptly influence an RTC investigation. Therefore, the 
evidence of the events surrounding the contacts between the White 
House and the Treasury Department does not justify the prosecution 
of anyone for a violation of Section 1505. We have also concluded 
that the evidence does not justify a criminal prosecution for 
violation of any other federal statute. 

Because this investigation was conducted almost entirely 
through the use of a federal grand jury sitting in the District of 
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Columbia, we are precluded by Rule 6(e) of the Federal Rules of 
Criminal Procedure from publicly disclosing anything more than the 
results of the investigation. We will submit a full report of this 
investigation to the Division of the Court of Appeals for the 
District of Columbia referred to in Title 28, United States Code, 
Section 49, pursuant to Title 28, Code of Federal Regulations, 
Section 600.2(b) (1) . 

In reaching this conclusion, this Office is not 
determining anything other than that the evidence does not justify 
a criminal prosecution. We express no opinion on the propriety of 
these meetings or whether anything that occurred at these meetings 
constitutes a breach of ethical rules or standards. Prior to the 
issuance of our grand jury subpoenas, Secretary of the Treasury 
Lloyd M. Bentsen, Jr. had asked the Office of Government Ethics 
("OGE") to conduct an investigation into these meetings. That 
investigation was suspended, at our request, when we began our 
investigation. We have advised Secretary Bentsen that we have 
completed our investigation, and we understand that the OGE 
investigation will now go forward. 


June 30, 1994 
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OOMMTTm ON RANKING, HOUSING, AND URBAN AFFAIRS 

SEMI-ANNUAL RETORT OF THE ETC THRIFT PROTECTION BOARD 
FEBRUARY 24, 19M 

QUESTIONS T^htENATOR BOND -FOR THE RECORD 

ISSUES RELATED TO CRIMINAL REFERRALS 
AND FRAUDULENT ACTIVITIES 

£ ■ V4»_i_\vt/> 1. FDIC mi RTC Procedure#. Mr. Altman, Tha FDIC and RFC have a stated duty to 
each rtcthmhip and conservatorship and to tha taxpayer* to maximize recoveries from 
any viable source, including directum andufflusn, accountants, legal counsel appraisees, 
and insura nce po licies covering their professional conduct As 1 understand it, both the 
FDIC and RTC conduct an investigation into every institution in its caseload to 
determine potential civil recoveries and whether criminal conduct contributed to a 
failure. Moreover, an investigator will conduct a preliminary review of financial records, 
and then will submit a post-dosing report within 90-days of toe failure of toe institution. 
Tha purpose of the report ia to determine which potontlal claims can be terminated and 
wWcn merit further investigative resources, if termination is recommended, written 
reasons for the terminatinn must be given and approved. If a recommendation to sue 
is mede, toe inveriigator must prepare an "authority to sue" memorandum. A referral 
ia then anade to relevant agency, such as toe U5. Attorney for the Department of Justice. 

Wat this toe procedure followed by the JUC with regard to Madison Guaranty? 


Are these referrals maintained aa records at the RTC? If so, will you authorize 
the release of these memorandums to this Committee? What records wil you provide 
to this Com mi ttee and under whet dreumatancesr I would like you to provide « legal 
opin ion for the record describing fully tot jurisdiction of tha Committee with regard to 
iteracocdsFSuchascdininaliateals? For example, art than special waivers available 
for the ooeamiHaa of Jurisdiction? Aloe# how do too righto of trio private citizen differ 
from those of ths committee for purpoa es of reviewing documents? How could release 
of the criminal r e fer rals prejudice an ongoing investigation? Dots the White House or 
any employs* of the White House or toe Clintons hive copies of the criminal referrals? 
If so, how wars these referrals obtained? 

& tfiA WflL. z RTCs RalaHonsblp with the Department of Justice. Mr. Altman, 1 understand that 
. NwuuA-' regional K1C offlc* originate and rotor toe “authority tu sue" unmwiaiiUum to, in 
general US. Attorneys working fer the Department of Juste. I assume that specific 
Justice attorneys week thereafter in conjunction with the RFC attorney* on particular 
\ cases. Meverthalesa, the Madison case resulted in 2 separate referrals. Assuming that 

the RFC and Justics work togethsr dossiy on referrals, how did 2 refsmla come about 
in the Madhon case? 
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How common if it for RTC headquarters staff in Washington to review and make 
a deter m i n a t io n on a referral? 

What is the RTC's procedure on referrals when a prominent public figure is 
mentioned in a referral? Docs the procedure differ from other referrals? Has the 
Madison Guaranty referral been handled differently from other referrals? In what way? 

Who is the White House liaison an the Madison Guaranty issues? Has this liaison 
or any other White House staff made any special requests concerning the Madison 
Cuaranty probe? 

£ Other RTC Referral Issues. Mr. Altman, it appears that the first criminal referral in 

the Madison Guaranty probe was initiated in the fall of 1992. Apparently without any 
discussion with Justice concerning the first criminal referral, the RTC then sent another 
team of investigators to Little Rock in January of 1993 tn mote fully examine the issues 
surrounding Madison Guaranty. By October, 1993, die RTC had drafted on expanded 
rtftrraL 


Is this normally how referrals art handled? I am particularly troubled by the fact 
that it took over a year far the RTC tn receive a official response on the initial criminal 
referral. Also, is it normal RTC practice to send additional investigators for further 
Investigation on a matter be fo re hearing the status of the first referral? In particular, 
were there special factors which warranted an additional Investigation? If so, what were 
these factors? 

I am also interested in getting a timeline and explanation of all criminal referrals 
and related responses and memorandums in the Madison Guaranty probe. By this I 
mean, I would Uke the dates of all referrals and re s po ns es to these referrals. Including 
the names of all Justice and K1C employees involved. IT these issues are considered 
confidential tow so? Also, how could release of this information pre)udice an ongoing 
investigation? 

p 4 Justice Memo - Criminal Investigation Unwarranted. Mr. Altman, a March 19, 1993 

^ ’ memo tan the criminal division of Justice apparently concluded that the Initial RTC 

criminal literal on the Madison Guaranty probe "did not appear to warrant initiation 
of criminal investigation." How was this decision made in terms of foe dadsionmaking 

procedure end the underlying legal theory? Who Is responsible for communicating these 
decisions? 


C J,. \y A & Document hnmtory. Mr Altman, I would like a complete copy of the current 
iv VI- - tavcaiQfy of all docu m ents relevant to the Madison Guaranty and Whitewater probe. 

I would also Uke a list of all prior document inventories and dates of these inventories. 
I would also Uke a Hat of where all documents were obtained from and whan? This 
information may be provided confidentially to the c ommi tte e . If you refuse to provide 
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-tvzj m Serial 3cTvb 


QUESTIONS FOR RTC ACTING DIRECTOR ALTMAN: 


Another area of concern is the seeming lack of coordination between 
the RTC and the Department of Justice. 


© 

£.V(jjlYVU*- 

T.iVir>dteS> 


- In March of 1992. the New Y ork Times reports on the 

Whitewater/Madison situation with allegations of sweetheart deals 
* in return for lenient regulatory treatment, and the issue suddenly 
became part of tha 1992 Presidential campaign. RTC then sends a 
new team of investigators to Arkansas to look more closely at 
connections to local politicians. 


Is this an accurate portayal of the reaaon/reasona that the RTC 
became involved again in the Madison case? it not. what did occur? Who 
made the decision to begin investigation of Madison? Did the RTC regional 
office notify the national office, or the Department of Justice that they 
ware opening a potential cage against Madison? If so who was informed? 


.. In September 1992 regional RTC forwards a criminal complaint 
dealing with Madison Guranty to the Depart of Justioe. According to 
p press reports the local federal attorney in Little Rock is eoncerned 

T~ ui/vvd€£ that because Bill Clinton is included In tha referral, that tha 

w decision to pursue the saee should be made in Washington. Ho sends 

an urgant iettar on Octobar 7, 1992 asking for assistance. 

Are tha press reports accurate? Please provide e copy of that 
letter for the record. 


© 

B.Vbdxo. 
T. u.v\des 


Than Attorney General Barr » apparently concerned that pursuing 
the case one month before the election will look se if the Justice 
Department was being politicized, and to sands the referral to 
career people with DOd with instructions that it be treated no 
different than any other referral. 
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Is this the RTC's 


Q) 


understanding? 


understanding of events? 


If not, what is your 


March 0 * 1993 the DOJ reports their recommendation that no action 
_P is "warranted**, referral and recommendation then forwarded to the 

l K.ao£s new Federal attorney in Little Rock Paula Casey. 

Meanwhile, the RTC has decided to send Investigators back to Little 
Rock in Jan of 1993, and they begin working on second, broader 
referral. 

Is this description of the chronology correct? If not. whet did 
occur? 



In September of 1993 the KC regional office of the RTC. now again 
concerned that their referral will mention the President's name - 
not to accuse him of any specific crime, but noting he may have 
benefited from crimes that had been committed, asks the national 
office for assistance in determining whether the President’s name 
is to be part of the referral. 


Mr Altman has testified that he knew nothing of this request. Who in 
the National offico woe aware of the request, and who then made the 
decision to not inform the acting director of the RTC of the 
request.? 


© - The new referral Is sent to DOJ, and arrives in Little Rock a short 

I Uttle Rock federal prosecutor Paula Casey finally 
^ ‘ makes a decision on the original RTC referral ~ saying she 

\ MlvdeS "concurs” that no further action is “warranted*. But she doesn't 

act on (tie second referral. 

la this accurate? Specifically note for the record when the second 
(Oct 1993) referral was sent to whom, and when it was received. 
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In addtton, pltase help the Committee understand: 


/S) *Was there any communication from the field or regional office re. 
'F' VW $tttu# of ,h# ftr#t (Sapt 92-) referral? Did they ask the national 

U. office for assistance in moving the prooess along? If so who asked 

"T whom? What was Washington s response? n possiwe. please 

provide copies of all correspondence relating to moving tha referral 
along. 




fc*l£u-lkjk. 

r. 


•DM Washington follow up by contacting the Department of 
Justice? If so, who contacted who? What was tha response, and 
who waa it from? Again please provide any correspondence 
pertaining to thle issue. 


(3> 

kXu.w 


•CM RTC officials contact the little Rock attorney's office to check 
on the statue of the referral? It so who made the contacts and 
when? And what was the response? And who was It from ? Again 
please ptovtde any eorreepondence pertaining to this issue. 


E. 


(&) 


T- ui rdes 


•What Is tha standard operating procedure whan the field seeks 
answers on referrals? |* it SOP that the RTC would not hear for a 
year tha statue of their referral? Is It SOP that whle waning, the 
RTC field office would tend additional investigators to continue 
digging - and then send up an expanded referral, even before hearing 
on the first? 


/l) •Specifically, who decided to sand RTC Investigators book to Little 

_.Jr Rock In January ol IMS? Wee Washington informed? Did local or 

t. regional office ask permission to proceed, given that no anwom had 

t- u - bean forthcoming from Justice on the first referral? Was Justice 

t .r\, informed ol this action? If so, who was informed and when? 

Again please provide any correspondence pertaining to this issuo. 


& 

■E ■ vCuAVOX 


•What was tha mason tor tho decision to send personnel back to 
Little Rock in January IMS? What happened b et ween September 
1982 when the RTC sent up Its criminal referral, and January when 
they aant investigators back to Little Reck? 


s ‘Was the RTO - either local, regional or D.O. Informed ol the March 

llP E--VCu.Ua>. 


T .-Hiodcs 
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MEETING 


Examiner of S.& L. in Arkansas 
Says Statute of Limitations 
Was Topic of Discussion 


By STEPHEN LA BA TON 
Watttl is TS* Hew Y«* Haw 

WASHINGTON. Feb. 24 - In a 
p rising admission, the head of a Fed- 
eral agency examining the failure of an 
Arkansas savings and loan at the cen- 
ter of the inquiry into the Clintons' real 
estate investments said he held a brief- 
ing t- * weeks ago for senior White 
Hous* ..des cn the agency's progress. 

Deputy Treasury Secretary Roger C. 
Altman, who is also the acting head of 
the Resolution Trust Corporation, ac- 
knowledged today under questioning 
by Republicans on the Senate Banking 
Committee that he had met with the 
White House counsel, Bernard W. 
Nussbaum, the deputy chief of staff. 
Harold M. I ekes, and Hillary Rodham 
Clinton's chief of staff. Margaret A. 


Mr. Altman said he had held 
unusual briefing to tell the White House 
staff members that the examination 
into the savings ass oc ia tion . Madison 
Guaranty, had been running up against 
a statute of limitations problem' and 
that the agency would soon be deciding 
whether it should proceed. Madison 
was owned by James B. McDougal and 
his wife, Susan, the Clintons’ partners 
In the real estate venture, known as 
Whitewater Development 


Winners and a Sore Loser 

Zhang Yanmei of China stalked from the podium in protest at the 
Winter Olympics as Cathy Turner, left, and Amy Peterson of the 
United States celebrated their gold and bronze medals. Page B7. 


An Information Detour 

■ - ■ — - 4 SL* 

Bell Atlantic Deal’s Demise Shows Industry 
Won't Invest Without Clear Vision o) Profit 

Ihe Clintons, wbo ar* tbenfL#''- 1 - 

subject ctf the agency'pj* Sfer , ...tar*'* 

m. — - • . 


The meeting was 
the Resolution Trust Corporation la an 
independent regulatory agency whose 
lawyers are supposed to operate wijk 
out political considerations. MoreovoM ,- 
the briefing was attended by aenifi at 
advtaers to the Clinton*, wbo are f — 


lediaiety p 


Republicans . . 

the briefing as evidence that the White 
House has been controlling inquiries 
into Madison and Whitewater. Repre- 
sentative Jim Leach, Republican of 
Iowa, said that the meeting was “thor- 
oughly unseemly" and that It under- 
mined “the credibility of the regula- 
tory process.” 

“Nothing could be more inappropri- 
ate,” said Mr. Leach, the ranking Re- 
publican on the House Banking Com- 
mittee. "The Resolution Trust Corpo- 


Continue d on Page A 16. Column I 


For all the' talk and the high-tech 
visions of 500 channels, interactive 
television, movies or libraries sum- 
moned at the lap of a button, the real 
vision behind the Bel Atlantic-T.C.I. 

merger pian was profit 
rj. , . And the agreement coi- 
lapsed because, after the 
Analysts makers looked hard 

at the financial markets 
and tighter Government curbs on cable 
television rates, the dollars and cents 
no longer seemed to add up 
The coming together of television, 
telecommunications and computer 


By STEVE LOHR % y "-^5 ' 

technologies at somtftflWfo the future 
has become popularly known as the 
information highway — an evocative 
image, but a flawed one. The more apt 
metaphor, some suggest, would be a 
railroad. 


ess Seeing Less Apathy, More Anger 


BRAGG 

stands so still 
i Grand Central 
seems part of it, a 
ent to homeless- 
•n the cigarette 
Buchanan never 
and what he sees 
•ra. 

s never a gentle 
rs it let him drift 
s of its sidewalks. 
:ice officers treat 
isser. People who 
nod do not even 
if they left their 
ter suit. 

people are mean- 
.an said. “It's that 


Charlie Buchanan watches out from his spot near Granu Central. 


The Source of Funds 

Government built the highways, but 
private industry built the railroads. 
Like the railroads, the new electronic 
technology must be paid for and pro- 
vided by business, where the decisions 
are swayed by shifts in the market- 
place, corporate politics and Govern- 
ment regulations. 

With the Bell Atlantic Corporation's 
$33 billion purchase of Tele-Communi- 
cations Inc. now shelved, the pace of 
progress toward the new information 
technologies may well be slowed — or 
at least not be driven by the telephone- 
and-cable TV combinations that were 
viewed as the corporate engines of the 
high-tech future 

The Bell Atlantic-T.C.I. merger, 
when it was announced in October, 
served as a siren call for media indus- 
tries. It showed that, however uncer- 
tain. two huge companies and a pair of 
well-known executives. Raymond W 
Smith of Bell Atlantic and John C. 
Malone of Tele-Communicauons Inc.,, 
were willing to make a big financial bet j 


riAiWilfcUUi 

CURBS ON EXPORT 
OF MANY PROD UC 

MORE TECHNOLOGY SAI 


But Administration's Prop( 
Fails to Satisfy Business c 
Arms Control Advocates 


By THOMAS L. FRIEDMAN 

Special m TV Nwr Yort Timet 

WASHINGTON, Feb. 24 — The 
ton Administration today propose 
first major overhaul of America 
port controls since the cold war, a 
to ease the sale abroad of ma 
tools, telecommunications equip 
and other devices that had bet 
stricted because they could be u- 
make sophisticated weapons of 
destruction. 

Clinton Administration official 
the legislation to rewrite the 197 
port Administration Act, which e: 
in June, is intended to balanc 
Administration s commitment t< 
proliferation with its desire to pr- 
and increase American exports. . 
mg force in the economic recove 

But the proposed legislation sa 
neither the business community, 
foupd It still too restrictive com 
with other countries' export law 
the arms control community, 
said it would open the floodgat 
rogue regimes to acquire ad\ 
weapons- making technology. L< 
business groups said they would t 
ue to support competing propost 

The introduction of the expo 
trol legislation was coupled v 
Commerce Department announc 
that it was further relaxing rest r 
on the sale abroad of powerful a 
ers, making high-speed mair 
computers widely available for 
to all but a few outlaw countrie 
fulfills part of the President's c< 
ment last September to reform 
ed export controls on computer 


The Commerce Department 
urns rigorous safeguards on the 
of all supercomputers. But tt 
revised its definition of a sup 
puter from a machine that can p 
195 million theoretical operatic 
second, or mtops. to one that c 
form 1,500. Mtops is a measure < 
puter performance created by it 
eminent. Any computer unde 
mtops — which is most high-p< 
ance computers — can now b- 
easily sold abroad. 

Administration officials said i 
ing of restrictions on computer > 
alone had the potential to unlea: 
$30 billion in computer sales 
The rewriting of the overall 
control law, if passed, would adc 
figure, by opening the way fo 
American exports of certain ac 


Continued on Page AI0. Coin- 


Interest Rate Jittc 


Stock markets from Europe 
York slid on fears that An 
interest rates will continue 
despite the Federal Rese- 
tempts to cao them. The vie. 
year bonds leapt to an etgh 
high, while the Dow fell 517- 


Co ntinued on Page D4. Column 5 j 
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New York AIDS Panel Encourai 


t Passers-By 

first in 1988 or '89, 
: would be a grow- 
patience with the 
presence of dirty 
people. Over time 
turned to apathy 
not just here but in 
lelDhia. and other 


ing business hours. In San Francis- 
co. where the sheer number of 
homeless was strangling the down- 
town, even liberals agreed to push 
them out of sight and mind. In 
Miami, a homeless enclave burned 
its bavside shantytown rather than 
watch the police np it down 
The homeless and their advo- 
cates fight back with the usual 


Many passers-by seem to have 
become numb. As the homeless 
crisis moves through a second dec- 
ade, New York has tens of thou- 
sands of street people and legions 
of beggars in midtown and lower 
Manhattan. 

"The sight of them generates 3 
sense of the future verv much at 
odds with the America:! arearr. " 


Doctors to Test Pregnant Wor 


By MIREYA NAVARRO 

I a panel of New York State AIDS I Chassin said me studv couk 
i advisers reiected a controversial pro- 1 debate over whether to test i 
iposal vesterdav to identify newborn i and focus more attention nr 

I I babies mat test positive for H.l V., ing and testing as early as r 
aro>d conremc mat it would teooardire ' me orenatai oeriod " 


t r l An 



"We explained the process which the 

R.T.C. would follow to ranching • deci- 
sion before that Feb. V dandline, that it 
would be exactly I d — de a l to pro- 


"Can you imagine If I or another 
Senator brought somao— to the R.T.C. 
td ask for an update of a lawsuit? 
asked Mr. D* Amato, the ranking Re- 
publican on the banking committee 
"What would they think of us? It is 
totally inappropriate and presents the 
worst of appearance*. And these were 
not the Cttnton's personal lawyers. 
Thev were Nussbaum and lekes and 
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' By Alsskt R. Kao 

Staff Rrponrr aj Trm Wall »Tmrr- 

WASHINGTON - The governments 
ssvlngs-and-loan cleanup agency sug- 
gested that the Rose Law Firm, where 
Hillary Rodham Clinton and several ad- 


have Improperly failed to disclose Its deal- 
ings with a failed Arkansas thrift. 

The Resolution Trust Corp.'s contrac- 
tor-oversight office listed several instances 
when the firm didn't disclose its past 
connections with Madison Guaranty Sav- 
ings & Loan to the RTC and to the Federal 
Deposit Insurance Corp. The FDIC took 
over Madison In early 1989, and the RTC 
Inherited the failed thrift when that agency 
was formed in August 1989. The FDIC and 
the RTC hired Rose to handle Madison-re- 
lated affairs after the thrift failed. 

"^The RTC report was dated Feb. 8" and 
made public after Sen. Alfonse D’Amato of 
New Y y. the ranking Republican on the 


on It during a bearing on the RTC's 
performance. 

In a separate report last week, the FDIC 
said It hadn’t found evidence that the Rose 
firm violated conflict-of-interest rules that 
were In force at the time. Testifying at the 
committee hearing yesterday, acting FDIC 
Chairman Andrew Hove said the agency's 
rule* at the time covered only actual 
conflicts. "If we had dealt with the appear 
ance of conflict, it Is likely that the conclu- 
sion would have been different,” he said. 
RTC disclosure rales, as well as the cur- 
rentFDI&ones. are tougher than the old 


•STbe contractor office said the report 
wag. being, given to the RTC’s general 
counsel for any "appropriate" action. The 
matter pro bably will be handled by an 
RTC-FDIC legal-conflicts committee.' That 
panel decides whether law Arms that deal 
with either agency should be barred from J 
further RTC or FDIC work for violating the* 


— ur>._ _ 

to a barrage of .GOP 
w be told the RTOto 
handle the mvi my 

he hat had with the White House oh the 
matter. He said repeatedly that hi*, in- 
structions w ere to follow “exactly ideatical 
procedures” to those used in any enforce- 
ment case. 

Mr. Altman said he Initiated the only 
meeting with White House officials early 
this month. He said be asked for the 
meeting with White House counsel Ber- 
nard W. Nussbaum and others after get- 
ting queries from members of Congress on 
bow the RTC would handle the case. He 
said be thought the White House officials 
should be told that the statute of limita- 
tions on suing individuals involved lathe 
Madison failure was to run out on Feb. 28. 
and that the RTC would either seek to 
-extend- the deadline or would file -any 
lawsuits by that date. Congress has ex- 
tended the statute for Madison and many 
other thrifts until the end of 1995. 

Tick Cent 

Teck Corp. said it agreed to purchase 
about 11 million shares of Comtnco Ltd. 
and a stake in a zinc mine from a subsidi- 
ary of MJJL HnMhw Ltd. for a total of 
209 million CanadlantoUan (USS156 mil- 
lion). 

The acquisition will raise Teck’s stake 
in Cominco, a Vancouver. British Colum- 
bia, base-metals producer, to 30% from 
22%. Teck, a Vancouver gold and 
base-metals concern, said It will dou- 
ble its Interest In the Polaris zinc mine In 
the Canadian Arctic to 22.5%. M.LM. will 
contthue to bold 6.9 million Cominco 
shares, or about 8.6% of the share* out- 


sat. D’ Amato and other GOP senators 
on the Banking panel seised on yesterday's 
hearing as an opportunity to raise ques- 
tion/ about the involvement of President 
and Mrs. Clinton, other administration 
officials and the Rose firm in the swirling 
controversy over Madisoo and Whitewater 
Development Corp., a real-estate company 
the Clintons Invested In. Mr. D’Amato said 
the RTC did a better job on the Rose Law 
Firm Issue than the FDIC did In Its re- 
port 

Sen. Lauch Fairdoth (R.. N.C.). said 
the FDIC report sought to exonerate the 
Rose firm from serious conflicts involving 
Mrs. Clinton and Webster Hubbell, who 
was a Rose partner heading an FDIC case 
against Frost k Co.. Madison’s former 
accounting firm. Mr. Hubbell currently is 
the Justice Department's third-ranking of- 
ficial. Sen. Fairdoth called the FDIC re- 
port “an eight-page plea of Insanity," and 
Sen. D’ Amato termed it “eight pages of 
sophomoric, legalistic mumbo jumbo" that 
don’t "hold water." 

The RTC report said that Rose didn't 
disclose that it previously had represented 
Madison before the Arkansas Securities 
Department In tne s&L's attempt to gain 
approval for issuing stock and acting as a 
broker. The report also said that Rose 
didn’t disclose that it had used a Frost 
audit of Madison's condition to support the 
stock-authorization request before the se- 
curities agency- Rose filed a lawsuit oo 
behalf of the agencies against Frost for a 
’defective" audit that failed to detect that 
Madison was insolvent, me RTC said. 

Rose also didn't report that Seth Ward 
and Seth Ward □. Mr. Hubbell's father-in- 
law and brother-in-law. respectively, had 
filed suits against Madison, me RTC said. 
It said me FDIC later learned of me 
matter, but an FDIC attorney decided 
there wasn’t a conflict. 

Sen. D'Amato wasn't fully satisfied 
with even the RTC report. He successfully 
pressed the FDIC's Mr. Hove and Roger 
Altman, me deputy Treasury secretary 
and acting RTC chief executive, to agree to 
have the two regulatory agencies’ inspec- 
tors general review how me agencies han- 
dled the Rose Law Firm tart). 

Mr. Altman, a longtime triend of the 
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RESOLUTION TRUST CORPORATION 
OFFICE Of GOVERNMENTAL RELATIONS 
CORRESPONDENCE REFERRAL 


Document: 12862 Document Date: 94/02/18 Due Dates 94/02/28 

Input Date: 94/02/22 

NAME: D' Amato, Honorable Alfonee Copies To: 

Rankin? Republican Standard Dist. 

Committee on Banking, Housing, and a. . i u w *■£ 

ADDRESS: Urban Affairs, United States Senate ' * c-ryx^/z 

Washington DC 20510 

Synopsis: DOCUMENTS RE [CONFLICTS] -OF- [INTEREST] RE [ROSE] LAW FIRM AND 

[MADISON] r GUARANTY! , [CASEY] [RECUSAL] AND [ETHICS] AGREEMENTS, RTC 
MADISON fEfeCUMmfTSl NAMES OF RTC INVESTIGATIVE [EMPLOYEES]. 

[ IMPORT AS*] 4 

Action: Prepare for Mr. Altman's signature 

OLA Contact: Neal E. Logue (202) 416-7099 


INSTRUCTIONS 


Author of the draft response and person (s) reviewing response should sign this 
routing sheet. Please forward draft response by DUE DATE with this completed 
form to OLA (Renee Kelly-Room 1062A-801 17th Street) with WordPerfect disk or by 
E-mail (Renee Kelly 8 0LA8 RTCDC) . Routing sheet may be faxed to (202)416-4413. 


* This form is necessary for review purposes * 


See ftrJ&HL ? 

Assigned To: 

OLA-LEG Elian B. Kulka - Legal 


Date: 

94/02/22 


REVIEWED BY: 


DATE 

IN I OUT 


REVIEWED BY: 


DATE 

IN I OUT 
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United States Senate 

COMMITTEE ON BANKING. HOUSING. ANO 
URBAN AFFAIRS 


WASHINGTON. DC 20510-6078 


February 18, 1994 


Mr. Roifeer Altman 
Interim Chief Executive Officer 
Resolution Trust Corporation 
801 17th Street, NW 
Washington, DC 20434 

Dear Mr. Altman: 


Please provide the following: 

1) A copy of any review that the RTC prepared, or had prepared, 
pertaining to potential conflicts-of-interest that may have existed in 
connection with the Rose Law Firm and Madison Guaranty; 

2) Copies of all recusal letters and ethics agreements entered into by 
Albert Casey and yourself. 

Please provide these materials as soon as possible, and as they become 
available for delivery. If you have any Questions regarding this request. Mr 
Nappi can be reached at (202) 224-3737. 


Sincerely, * 



> M. D’Amato 
Ranking Republican Member 
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Idnited States Senate 

COMMITTES ON BANKING. HOUSING. AND 
URBAN AFFAIRS 

WASHINGTON. OC 20510-6076 


February 18, 1994 


Mr. Roger Altman 
President and 

Interim Chief Executive Officer 
Resolution Trust Corporation 
801 17th Street, N.W. 

Washington, D.C. 20434 

Dear Mr. Altman: 

Please provide to my staff copies of all the documents pertaining to 
Madison Guaranty Savings and Loan ("Madison"), including all subsidiaries of 
Madison, that are currently in the possession, or subject to the control, of the 
Resolution Trust Corporation ("RTC"). In addition, please forward the names 
and titles of all RTC employees that are involved in any review or 
investigation of the Madison Guaranty matter. Should the RTC refuse to 
release any documents, please provide, in writing, a summary index of 
documents that the RTC refuses to provide as well as an explanation of the 
grounds alleged for that refusal. 

Please forward this information to Douglas Nappi, at the Senate 
Committee on Banking, Housing and Urban Affairs, 534 Dirksen, Washington 
DC 20610. Mr. Nappi can be reached at 202-224-1577. 

Thank you in advance for your assistance. 

Sincerely. ^ 

Allsnse M. D’Amato 
United States Senator 

AD:dn 
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RESOLUTION TRUST CORPORATION 
OFFICE OF GOVERNMENTAL RELATIONS 
CORRESPONDENCE REFERRAL 


Document: 12929 Document Date: 94/03/01 Due Date: 94/03/08 

Input Date: 94/03/03 

NAME: Leach, Honorable James A. H •- > 

Ranking Minority Member 
Committee on Banking, Finance 
ADDRESS: House of Representatives 

Washington DC 20515 

Synopsis: MEETING WITH [WHITE] HOUSE OFFICIALS ON SUBJECT OF [MADISON] 

[GUARANTY] [ALTMAN] SHOULD [RESIGN] FROM ALL RESPONSIBLITIES AT THE 
RTC--IS ONLY [ETHICAL] OPTION IN ORDER rurQ 

Action: Prepare for Mr. Altman's signature 

OLA Contact: Carol O'Brien (202) 416-7314 


INSTRUCTIONS 

Author of the draft response and person (s) reviewing response should sign this 
routing sheet. Please forward draft response by DUE DATE with this completed 
form to OLA (Renee Kelly-Room 1062A-801 17th Street) with WordPerfect disk or ■ 
E-mail (Renee KellyW OLA® RTCDC) . Routing sheet may be faxed to (202)416-4413 


* This form is necessary for review purposes * 


Assigned To: 

OLA- LEG Ellen B. 

Kulka - Legal 

JLjl. tJLf jl a „ 

Date: 

94/03/03 

AUTHOR: 


PHONE: 


REVIEWED BY: 

DATE 

IN | OUT 

REVIEWED BY: 

DATE 
IN | ( 


Copies To: 

Standard Dist. 
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The Honorable Roger Altman 
Interim CEO 

Resolution Trust Corporation 
801- 17th Street, N.W. 

Washington, D.C. 20434 

Dear Nr. Altman: 

Enclosed is a self explanatory letter to Mr. Bernard Nussbaum et. 
al. As you know, in my letter of February 3 I had suggested that 
you recuse yourself from matters pertaining to Madison Guaranty 
Savings and Loan. 

Now, however, based upon your meeting with White House officials on 
this subject, presumably after receipt of my letter, your 
resignation from all responsibilities at the RTC appears to be the 
only ethical option in* order. 



Enclosure 



OFFICE OF GOVERNMENTAL RELATIONS 
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U.S. HOUSE OF REPRESENTATIVES 

COMMITTEE ON BANKING. FINANCE ANO URBAN AFFAIRS 
ONE HUNOREO THIRD CONGRESS 
2129 RAYBURN HOUSE OFFICE BUILDING 
WASHINGTON. OC 20515-6060 

March 1 , 1994 


Mr. Barnard Nusibaua 
Counsal to tha Prasidant 
Tha Whita Housa 
Washington, O.C. 20500 


Mr. Staphan Potts 
Dlractor 

Office of Government Ethics 
1201 Haw York Avenue, H.W. 
Suita 500 

Washington, O.C. 20005-3917 


Ms. Jaan Hanson 
Ganaral Counsal 
Room 3000 

Department of tha Traasury 
Washington, O.C. 20220 


Mr. Art Kus inski 
Chiaf Ethics Offlcar 
Rasolution Trust Corporation 
801- 17th Straat, N.W. 
Washington, O.C. 20434 



Daar Massrs. and Madam: 


On Fabruary 3, 1994, Z vrota to tha Intar is CEO of tha Rasolution 
Trust Corporation (RTC) , Mr. Roger Altman, asking that ha saak 
appropriata counsal as to vhathar ha should racusa himsalf from 
mattars regarding Madison Guaranty Savings and Loan. As Z noted in 
my Fabruary 3 latter to Mr. Altman: "...it would appear ethically 
questionable for a political appointee of tha Department of 
Traasury to make decisions for an independent federal agency whan 
tha President may be implicated in enforcement and civil actions.” 

On February 23 I received a lengthy response to my latter which 
ended with tha following sentence: ”1 trust this latter fully 
addresses your concerns" [sea attached letters]. Regrettably, tha 
latter did not fully address tha concerns expressed in ay latter of 
Fabruary 3. Moreover, it would appear that tha concerns raised in 
ay latter ware confirmed whan Mr. Altman testified last weak before 
tha Senate Banking Committee that ha had entered discussions with 
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the White House on natters affecting the President's potential 
personal liabilities. 

While it is dubiously credible to think Mr. Altman would have gone 
to the White House to discuss only the statute of limitations, in 
that a mere memo would have sufficed, it bears noting again the 
irony that it was Mr. Altman who on May 4, 1993, strongly 

recommended by letter to the Chairman of the House Banking 
Committee that the statute of limitations for civil lawsuits 
against S6L wrongdoers not be extended. 

Mr. Altman's meeting with White House staff concerning the RTC's 
actions in the Madison case is an ethical umbrage. Even though Mr. 
Altman has now decided it proper to recuse himself from the Madison 
case, the issue at hand is whether his conduct violated federal 
ethics guidelines or strictures, as promulgated by the RTC. These 
guidelines are listed under 12 CFR S 1605.7 and include the 
following: 

"No employee shall engage in any action, which might result 
in, or create the appearance of . . . 

(b) giving preferential treatment to any person;... 

(d) losing complete independence or impartiality; 

(e) making an RTC decision outside official channels; 
or, 

(f) adversely affecting the public's confidence in the 
integrity of the RTC." 

Also, 12 CFR S 1609.10 states that an RTC "employee may not, 
directly, or indirectly, use or allow the use of information which 
is obtained as a result of his or her RTC employment but which is 
not available to the general public in order to engage in any 
financial transaction or to further a private interest." 

In addition, another issue appears to be an abuse of the spirit of 
5 U.S.C 3348. In a technical sense, this statute allows the 
President to name a temporary agency head to fill a vacancy until 
a nominee is confirmed by the Senate. In the event a nominee is 
rejected by the Senate or his/her name is withdrawn, 5 U.S.C. 3348 
provides that the vacancy may be filled for not more than 120-days 
by an individual designated by the President. 

In the case of Mr. Altman's appointment as interim CEO of the RTC, 
we have a situation where a political appointee of the Treasury 
Department has served as the head of an independent agency for 
approximately 13 months. To some, this circumstance leaves the 
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impression that Mr. Altman's term of office might have been 
intended to coincide with the running of the statute of limitations 
for civil lawsuits which could affect the White House. 

How that the statute of limitations has been extended, a skeptic 
might wonder if further legal machinations will occur as a means of 
maintaining Mr. Altman's tenure as interim CEO of the RTC. After 
all, no nominee to head the RTC has been formally presented to the 
Senate since Nr. Tate withdrew his name from consideration on 
November 30, when he complained of gross mismanagement at the RTC. 

It is ay judgement that the RTC has had its independence 
compromised and that it is no longer sufficient for Mr. Altman to 
recuse himself from the Madison case. It is all too apparent that 
his shadow looms large at the agency and that his immediate 
resignation from all responsibilities at the RTC would appear to be 
the only ethical option at this time. 

In addition, just as one party should not have requested the 
meeting, the other party should not have accepted it. In this 
regard, I hereby request a review of whether White House officials, 
Bernard Nussbaun, Margaret Williams, and Harold Ickes, violated any 
ethical guidelines. Here I would call your attention to the 
following White House guidelines: 

3 CPS S 100.735-4 General standards of conduct. 

"(c) In all circumstances employees shall conduct 
themselves so as to exemplify the highest standards of 
integrity. An employee shall avoid any action, whether 
or not specifically prohibited by this subpart, which 
might result in, or create the appearance of: 

(1) Using public office for private gain; 

(2) Giving preferential treatment to any person; 

(3) Impeding Government efficiency or economy; 

(4) Losing complete independence or impartiality; 

(5) Making a Government decision outside official 

channels; or 

(6) Affecting adversely the confidence of the 

public in the integrity of the Government." 


3 CFR s 100.735-8 Conflicts of interest. 
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"(a) A conflict of interest may exist whenever an 
employee has a substantial or private interest in a 
aatter which involves his duties and responsibilities as 
an employee. The maintenance of public confidence in 
Government clearly demands that an employee take no 
action which would constitute the use of his official 
position to advance his personal or private interest. It 
is equally important that each employee avoid becoming 
involved in situations which present the possibility, or 
even the appearance, that his official position might be 
used to his private advantage.” 

3 CFR s 100.735-21 General conduct prejudicial to the 
Government. 

"An employee shall not engage in criminal, infamous, 
dishonest, immoral, or notoriously disgraceful conduct, 
or other conduct prejudicial to the Government.” 

With regard to the second of the above citations, it would appear 
self-apparent that "personal or private interest" would apply to 
issues of individual job security or promotion. In addition, with 
regard to the third, the adjective "dishonest” would presumably 
apply to the issuance of statements of fact that prove untrue. 
Here, I bring to your attention, Mr. Nussbaun's February 10, 1994 
letter to Reps. Lightfoot, Wolf, and Istook. I would also ask that 
the possibility be probed that the meeting might have had the 
effect of being "prejudicial” to the government's case in attempts 
to recover taxpayer losses related to the failure of Madison 
Guaranty. 

I would specifically request that the Office of Government Ethics 
and the Chief Ethics Officer of the White House, which I understand 
to be Mr. Nussbaum or his designee, formally review and provide me 
with a response as to whether the meeting between the three White 
House officials and Mr. Altman violated any guidelines of 
government ethics, regulations, or law. In particular, there is an 
Implicit appearance that public officials dealt with the private 
matters of the President. In this regard, I would hereby request 
a list of any individuals who participated or attended at any point 
in the discussions and from each any notes or recordings of the 
meeting or meetings at the White House or elsewhere on this matter. 

Please provide a full response to the issues raised in this letter 
regarding the White House as well as Mr. Altman by Monday, March 
21, 1994. Thank you for your time and consideration of this 

matter. 

Sincerely, 

Jamed^L. Leach 

Ranking Member 

cc: Mr. Roger Altman 

Interim CEO 

Resolution Trust Corporation 
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DEPARTMENT OF THE TREASURY 

WASHINGTON 


GCNCRAL COUNSEL 

February 23, 1994 


The Honorable James A. Leach 
Ranking Member 

Committee on Banking, Finance and Urban Affairs 
U.S. .House of Representatives 
Washington, D.C. 20515-6050 

Dear Mr. Leach: 

In your letter to Deputy Secretary Altman of February 3, 1994, 
you asked him to seek advice from "Treasury's General Counsel and 
Ethics Office" as to whether he is obligated to recuse himself 
from decisions concerning the Resolution Trust Corporation's 
resolution of Madison Guaranty Savings and Loan Association. He 
has sought such advice from me and from ethics officials of the 
Resolution Trust Corporation and the Treasury Department. 

I understand you to express concern about the possibility that 
the Deputy Secretary might, as acting Chief Executive Officer of 
the Resolution Trust Corporation pursuant to the Vacancy Act, 5 
U.S.C. 3347, participate in RTC decisions as to whether there are 
civil claims for RTC to pursue arising from the failure of 
Madison Guaranty Savings and Loan Association and the expiration 
of statutes of limitation applicable to any such claims. Your 
concern seems to stem from the fact that decisions regarding 
those claims "may touch upon the President” who appointed the 
Deputy Secretary to his Treasury position. You asked the Deputy 
Secretary to seek advice from Treasury's General Counsel as to 
whether he is "obligated to recuse (himself) from any decisions 
concerning the resolution of Madison Guaranty." I have advised 
the Deputy Secretary that neither his appointment at Treasury nor 
his detail to the RTC creates such an obligation. 

Your letter suggests that the Deputy Secretary's participation in 
such decisions would be "structurally unseemly,” a conclusion 
apparently based on the fact that he was appointed by the 
President and confirmed for a position in a Cabinet department 
and is acting in a position in an Executive agency that is not 
such a department. However, the authority pursuant to which the 
Deputy Secretary is detailed to RTC duties was amended in 1988 
precisely so that any Executive agency, such as the RTC, and not 
just Cabinet departments, could continue to have Presidentially- 
appointed leadership when circumstances delay filling vacant 
positions. Pub.L. 100-398, 57(a)(1) and -(2), Aug. 17, 1988, 102 
Stat. 988. 
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You also suggest that a structural issue arises from RTC's 
"public law enforcement responsibilities;" that it would be 
improper for a Presidential appointee not confirmed for a 
position at the RTC to exercise those responsibilities. However, 
the RTC is not a "law enforcement" agency. Its responsibility to 
pursue civil claims owed to the institutions it takes over is not 
a "law enforcement" responsibility. In fact, RTC's claims 
collection responsibility is more analogous to the responsibility 
of the head of every Executive agency to collect claims of the 
United States that arise from the agency's activities or are 
referred to it. 31 U.S.C. 3711. The differences between the 
Deputy Secretary's claims collection responsibilities at Treasury 
and at the RTC raise no "structural" concern regarding his 
performance of those responsibilities at the RTC. 

Even if the RTC were in some special sense a "law enforcement” 
agency, which it is not, absent an exception in the Vacancy Act 
or another statutory provision creating an exception, the Vacancy 
Act authorizes filling vacant positions at any "Executive agency 
(other than the General Accounting Office)." The language of the 
Act does not distinguish among agencies based on the nature of 
their functions. Moreover, it would be incorrect to infer the 
existence of such distinctions. In the one instance of an 
exception created by the Vacancy Act, Congress has employed 
language that clearly achieves that objective. The Act expressly 
provides that its authority to detail Presidential appointees 
from other agencies d6es not apply to vacancies in the office of 
the Attorney General; neither the Vacancy Act nor any other law 
creates such an exception for the RTC. 

Finally, even if there were some basis for reading into the 
Vacancy Act a principle that only an official confirmed for a 
position in an agency with law enforcement responsibilities 
should be detailed to another such agency, the Deputy Secretary's 
position at Treasury would qualify, rather than disqualify him. 
Treasury has enormous criminal law enforcement responsibilities, 
as is amply demonstrated by the significant law enforcement 
jurisdictions of the Bureau of Alcohol, Tobacco and Firearms, the 
Customs Service, the Secret Service and the Internal Revenue 
Service. Each of those organizations reports through its chain 
of command to the Deputy Secretary of the Treasury. 

You also suggested that Deputy Secretary Altman consult ethics 
officials. He has done so. I am informed that' the RTC's Ethics 
Officer and Treasury's Designated Agency Ethics Official, in 
consultation with the Office of Government Ethics, have advised 
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the Deputy Secretary that he is under no legal obligation to 
recuse himself from matters at the RTC that "may touch upon the 
President." 
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U.S. HOUSE OF REPRESENTATIVES 

COMMITTEE ON BANKING. FINANCE AND URBAN AFFAIRS 
ONE HUNOREO THIRD CONGRESS 
2:29 RAYBURN HOUSE OFFICE BUILDING 
WASHINGTON. OC 225 1 5-6050 


February 2 , 1994 



WM I IW 


Mr. Roger c. Altman 
Interim CEO 

Resolution Trust Corporation 
801 17th Street, NW 
Washington, DC 20434 

Dear Mr. Altman: 

I am in receipt of your February 1, 1994 response to the letter 
initiated by Senate Republican leadership concerning Madison 
Savings and Loan and I am pleased to learn that the RTC "will 
vigorously pursue all appropriate remedies'* with regard to 
Madison's failure. It seems self -apparent that in order for the 
RTC to pursue vigorously all remedies it must have all relevant 
information at its disposal. Accordingly, I urge the RTC to seek 
and review all Whitewater Development Corporation documents turned 
over by the White House to the Justice Department. 

In its investigation of Madison, the Minority has uncovered links 
between Madison and Whitewater, some of which may have contributed 
to the thrift's failure. Mot only did James and Susan MeOougal 
hold significant ownersnip interest in both entities (approximately 
two thiras in Madison ana one naif in Whitewater > , but the other 
joint owners of Whitewater 'Bill and Hillary Clinton) appear to 
have benefited directly and indirectly from the application of 
Madison resources. (See the attached memo. j 

If the White House chooses to use the Justice Department to shield 
Whitewater documents not cniy from the public and Congress, but 
from other government agencies, such as the RTC, which have 
legitimate public law enforcement responsibilities, it is hard to 
believe a responsible resolution of the issues involved can be made 
by regulatory authorities. 

I have high regard for your personal integrity, but as you know, 
from the beginning, it has been an awkward situation to have a 
orssidentially appointed and confirmed officer of the Treasury 
Department also head an independent federal agency, the Resolution 
Trust corporation (RTC) . When this prospect was first suggested at 
the beginning of the Clinton Administration, it did 
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Mr. Roger C. Altaan 
Pago 2 

February 3, 1994 


not strike the Minority as cveriy unreasonable for a month or two 
given the fact that no RTC head had been selected. 

However, it has been over a year since the Administration has been 
in office and it can oniy be described as structurally unseemly for 
a political appointee of an Executive branch department to make 
what are in effect , law enforcement decisions for an independent 
federal agency as they may toucr. upon the President. 

Accordingly, I would urge that you request from the Department of 
Treasury's General Counsel and Ethics Office advice as to whether 
you, as interim CEO of the RTC, are obligated to recuse yourself 
from any decisions concerning the resolution of Madison Guaranty. 
Just as the special counsel law was designed to relieve the 
Attorney General from an ethical dilemma of being both chief law 
enforcement officer for the nation and chief legal advisor to the 
President in circumstances when the President or a high level 
Administration officer is the sunn ecu of investigation, so it would 
appear ethically quastionaole for a political appointee of the 
Department of Treasury to make decisions for an independent federal 
agency when the President may be implicated in enforcement and 
civil actions. 

In this regard, it should be clear that the issue is not whether a 
president. tally appointed official can oversee an investigation 
involving the President. Rather the issue is that officials with 
this responsibility should be confirmed for the job with that 
particular accountability. As you will recall it was a political 
appointee confirmed by the Senate that issued a cease and desist 
order for engaging in conflicts of interest against the son of a 
former President. 

As you know, despite your strong letter to the Chairman of the 
House Banking Committee recommending against extension. Congress 
last year extended the statute of limitations for civil lawsuits 
brought against S&L wrongdoers. As you pointed out in your most 
recent letter, this extension 'has afforded the RTC an opportunity 
to investigate further any civil claims which may be asserted 
against individuals or entities associated with Madison Guaranty 
for fraud, intentional misccnaucc resulting in unjust enrichment, 
or intentional misconduct resuiting in substantial loss to the 
institution. H Given, however, the impending running of the statute 
of limitations for certain kinds cf actions, time is clearly of the 
essence for the RTC to make judgments about civil accountability in 
the failure of Madison. 

Finally, I would like to reiterate my request, pursuant to Rules X 
and XI of the House Rules for all documents related to Madison 
Guaranty Savings and Loan, little Rock, Arkansas. As you know. 


15125 



2703 


Mr. Roger c. Altman 
Page 3 

February 3 , 1994 


on Cecestoer 9, 1993, Z wrote the RTC requesting access to all 
docuaents related to Madison Guaranty and its subsidiaries. 

House and Committee Rules, House practices, and judicial precedent 
support the proposition that cr.e Ranking Minority Member is the 
functional counterpart to the Chairman for committee action. This 
being the case, a request for documents made by the Ranking 
Minority Member has parallel standing with a request made by the 
Chairman of the Committee. The Ranking Minority Member clearly has 
a voice in the process and is entitled to information that will 
enable the Ranking Minority Member to carry out his 
constitutionally mandated overs ignt responsibilities. 

Therefore, the courtesy of a definitive reply to this document 
request is requested by 12 noon, Monday, February 7, 1994. on this 
matter, it is urged that you also consult with the Ethics Office as 
to the relevance of the previously discussed recusal issue. 

Again, let me stress that to the degree a conflict situation may 
exist in this matter in no way reflects on your personal integrity. 
It is simply an awkward circumstance in contrast to a personal 
embarrassment. 


Sincerely, 




A. LEACH 
Tanking Member 


JAL:g? 


Enclosure 
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7H£ WH-lTE MOUSE 

«A#rilNOTON 


February 10. 1994 


Dear Congressman Wolf: 

Thank you for your letter of January 11. which asks whether public Ricos are being used to 
provide the President witn legal assistance related to issues surrounding Whitewater 
Development Corporation and the former Madison Guaranty Savings and Loan. 

As I am sure you realize, an investigation affecting a sitting President necessarily requires 
the official attention of the White House staff, including the Office of the Counsel to me 
President. For example, the White House has been called upon to respond to various 
inquiries from members of Congress. Similarly, members of the press have made inquiries 
to the White House. These inquiries have required responses from the White House, 
including legal judgments on matters affecting the office of President of die United States. 

As you know, however, the President and Mrs. Clinton are represented personally by a 
private attorney No public rands are being used to compensate (hat attorney. Furthermore, 
no White House staff memoers are acting as lawyers for the President and the First Lady 
where there is no official nexus. 

Thank you for your interest in this matter. 



Befnant W Nussbaum 


Counsel to the President 


The Honoreele Frank R. Wolf 
Member of Congress 
U.S. House of Rep res en ta tives 
Washington. D.C. 10515 
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RTC 


B /SOLUTION TBUST GOtPQfATlON 

(ItaCfMa 


Nay 4, 1993 


Honorable Henry B. Gonaalea 
cnairman 

committee on Banking, Finance 
and Urban Affaire 
Houaa of Representatives 
Washington, D.C. 20515 

Dear Mr. Chairman: 

Thank you for this opportunity to comment on the iseue of 
extending the iiaitationa period applicable to tort clalae 
brought by the Raeolutlon Trust corporation in ita capacity as 
conservator or racaiver of a failed insured depository 
institution. 

as you know, over a year ago the RTC generally supported 
legislative efforts to extend this 1 imitations period because ita 
Professional Liability section (PLS) vas feeing a peak number of 
loat^tBtlons vhioh were closed in 1989 and for which the federal 
Iiaitationa parted would ba expiring during 1992 and the first 
guartsr of 1993. Ths limitations period expired during this time 
for 410 of the 752 thrifts under RTC control for PLS purposes. 
'The RTC. however, survived this critical pariod of time without 
Biasing a deadline. In fact, as of Mareh 31, 1993, ths RTC had 
~?20 pending offensive lawsuits involving RTC clalae filed in 
174 institutions, as of the ease date, 120 eettieaent agreements 
have been executed, and 11 eaaas went to final judgnent through 
trial. 

in addition, beginning last autuan, the RTC has been increasing 
PLS staff to aoot the demands of ita workload. The secretary of 
the Treasury, in hie capacity aa Chairman of the Thrift Depositor 
Protection oversight Board, has further committed to review and 
reconaend iaprevaaants in the organisation and staffing of PLS as 
part of hie nine-point plan for the RTC, recently announced 
during hie semi-annual testimony before Congress. Consequently, 
the RTC has no need at this time either to revisit w elosed a 
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Honorable Henry B. conn la* 

Page a 

claims arising in institutions in vhieh the limitations period 
has expired or to extend the limitations period prospeetiveiy as 
the RTC will continue to east ell upcoming deadlines. 

Please let me know if you need any further Information. 

sincerely, 

!<*&>■ 

Roger C. Altman 
Interim CIO 
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League of 
United Latin 
American Citizens 


MARIO G. OBLEDO 

Pim National President 
P.O. Box 1026 
Sacramento. CA 95812 
916/441-5000 


March 30, 1994 


Mr. Jay B. Stephens 

Private Attorney - Resolution Trust Corporation 
Office of General Counsel Ellen Kulka - RTC 
801 - 17th Street, H.W., Room 1025 
Washington, D.C. 20434 

Dear Mr. Stephens: 

It appears you nay have a possible conflict of interest in 
your position as an RTC attorney in the Madison Guaranty Savings 
and Loan case. 

In order to avoid any such appearance, and based on your 
integrity, you should resign your post. 

Sincerely, 

MARIO G. OBLEDO 


MGO:dw 

cc: Honorable George Stephanopoulos 

Honorable Harold Ickes, Jr. 
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Al D'Amato 

NEW YORK- 

Cont »ct«: WMttnqton » Frank Colwnan • 802/22.-648B NjwVort 


News 

Release 

Zonia Mucha . 212/736-3866~ 


FOR IMMEDIATE RELEASE i CONTACTS Frank Coleman 

Tuesday, March 1, 1994 (202) 224-6498 


P* AMATO BLASTS WHITE F" nfle SIMSSMEMBBL R *C BRIBJ1MCS 

"PATTERN OP DECEPTION" CONTINUES IN MADISOH/WHITEHATER AFFAIR 


WASHINGTON -- U.S. Senator Alfonoa D'Amato (R-NY) today called 
for Senate Banking Committee hearings into secret briefings 
provided by the head of Resolution Trust Corporation (RTC) for 
senior White House political staff about the agency's 
investigation of the Madison/Whitewater affair. 

D'Amato also charged that since the disclosure of the secret 
"heads up" was revealed at last Thursday's Banking Committee 
hearing, the White House was continuing its pattern of deception 
by suggesting that the same briefings were provided to Congress 
and the press. 

"The White House has now compounded these shocking 
revelations by stating falsely that Congress and the media also 
received these briefings," D'Amato charged. "At the time this 
secret cabal was meeting at the White House, I was speaking out 
on the Senate floor about the RTC's failure to provide our 
Committee with any information about its activities on the 
Madison/Whitewater mess. And I have yet to encounter a reporter 
covering this story who says he or she was briefed by the RTC, 
let alone its acting CEO." 

D'Amato, senior Republican on the committee, added that the 
exposure of the secret briefings at a Banking Committee hearing 
proved that Democrats needed to end their " footdragging " over 
whether or not to hold hearings. 

"Only through a Congressional hearing did we learn of this 
very real threat to the integrity of the RTC's investigation," 
D'Amato pointed out. "We have a responsibility to the American 
people to fulfill our legitimate oversight function. 

"The Democratic members of this committee must understand 
the threat is not Congressional inquiry, but secret, high level 
off-the-record v heads-up' meetings between top Administration 
officials and White House legal and political experts," the 
Senator stated. The secret briefing, described as a "heads-up" by 
acting RTC head Roger Altman vaa presented to White House Counsel 
Bernard Nussbaum, Deputy Chief of Staff Harold Xckes, Hillary 
Clinton's Chief of Staff Margaret Williams and Treasury General 
Counsel Jean Hansen. 


Among the questions D'Amato said could be answered by a 
hearings Why does White House Counsel Mr. Nussbaum need to be 
briefed on the RTC's investigation of Madison that does not 
involve the President in his official aapacity? And what about 
Mr. Zckes and Ms. Williams? Why in the world would these 
political operatives need to be briefed by a top agency official 
on an investigation that has nothing to do with the Executive 
Office of the President? Were any confidential or non 
confidential RTC or law enforcement documents orother materials 
used during the briefing? 


-fc022894- 

Unlted States Senate ♦ Washington, D.C. 20510 » (202)224^642 

Ratfonal Offlcai: Naw York (213) 947-7380 / Albany (Sit) 472-4343 / SyraouM (315)423-5471 / Bocbaalar (718) 283-5M6 / Buffalo (718) 848-411 1 
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NEWS 

W’ w - [ 

U.S. SENATOR FOR KANSAS ] 

FROM: 

SENATE REPUBLICAN LEADER!! 

1 1 



FOR IMMEDIATE RELEASE 
Monday, February 28, 1994 


CONTACT t CLARKSON MINE 
4-5358 


( 202 ) 224-5358 

ALTMAN CONFLICT 


Mtfflftn •? WhitewAter-Hg^jtson RiYgl^tlQfl 
Underscores Need for Congressional Hearing* 


imagine this* Ronald Reagan, as Governor of California, 
becomes a 50-50 partner in a real estate deal with th>e owner of a 
California savings and loan. The S&L goes under, is jsei 2 ed by 
federal regulators, and a series of criminal and eivvl 
investigations are initiated by federal regulators. 

Governor Reagan becomes President Reagan. He appoints a 
close personal friend and top campaign official, Jim Baker, to 
head the independent agency charged with overseeing the S&L 
industry and with cringing civil and criminal actions against S&L 
wrongdoers . 

Press reports suggest that the President may be 
indirectly implicated in a civil suit brought against the 
California S&L by the supposedly independent federal iagency. 

As the expiration dace for the civil statute of limitations 
approaches, Mr. Baker meets at the White House with Bd Meeee, 

Mike Deaver, and other White House political officials to discuss 
"the status'* oi the agency's investigation. The Whitie House 
meeting is shrouded in secrecy, only to be revealed weeks later 
because of congressional prodding. 

Of course, this Is all fiction. But, it's fair to say 
that if these events had indeed occurred during the Reagan 
administration, the expressions of outrage in the press, and the 
clamor for congressional hearings, would have shot off the 
political Richter scale. ; 

The Altman Conflict & Belated Recusal , 

Last Thursday, Roger Altman, a college clasamate of 
President Clinton and the acting C.E.O of the supposedly 
independent Resolution Trust Corporation, revealed for the first 
time that he sought out a meeting with White House officials, 
allegedly to offer a "heads up* on the so-called Madison Guaranty 
statute of limitations issue. According to Mr. Altman's own 
account, he didn't even seek a meeting with David Kendall, 
President Clinton's personal attorney, but rather with White 
House "political" officials — Bernard Nussbaum, Harold iekes, and 
Margaret Williams, the Chief of Staff for the First Lady. 

With the exception of the New York Times and the 
Washington Times , and today the Washington Peat , the press 
reaction to the Altman revelation — and the glaring conflict of 
interest it describes — has been muted at best. In fset, 

(more) 
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pgA Today reported that the Altman meeting was ‘minor” and there 
was probably "nothing improper” about it. Apparently# Hr. Altman 
didn't buy into this benign description, since he finally recused 
himself from the Madison matter last Friday. 

Hted XBLBaasiMi ^ 

Hr. Altman' 8 shocking revelation underscores the need 
for full congressional hearings on the MadiBon-Whi town ter affair. 
As the Hew York Times editorialised yesterday: "Senator Donald 

Rieglo, the Chairman of the Senate Banking Committee, r needs to 
step up his Committee's oversight activities. .. .Opposition 
leaders are right when they say that a Republican White House 
that so recklessly meddled in the Justice Department# the R.T.C. 
and other agencies would be shelled with endless congressional 
investigations . " Unquote . 

The bottom line is: the American people now 1 know about 

Hr. Altman's unseemly meeting with white House officials 
precisely because Banking Committee Republicans used (the 
opportunity of an R.T.C. oversight hearing to ask Kad&son-related 
questions. If there had been no hearing# it's unlikely this 
information would have surfaced anytime soon. And itf's clear 
that Mr. Altman recused himself only because of the negative 
publicity his meeting inspired. 

The Altman revelation also^raioes other important 
questions! did Hr. Altman have any eontaote with the 7DZC while 
the FDZC * s legal division was preparing its " conflicts -of- 
interest" opinion regarding the Rose law firm? If so# what were 
the nature of these contacts? Has Hr. Altman had any discussions 
with Webster Hubbell, a former partner of the Rose law firm and 


now Associate Attorney Qeneral, regarding the RTC' s drl 
referrals on Madison and the RTC'a pending civil investigation? 
And has Mr. Hubbell himself had any contacts with officials at 
the FDZC, the RTC# or the whit* House about any element of the 
Madlson-Whltewater affair? f 

Why did White House Counsel Bernard Kussbatui meet with 
Nr. Altman In the first place? Surely# he was aware .of the 
Impropriety of such a meeting. Has Nr. Nussbaum been in touch 
with the RTC# the rDZC, or the Justice Department abeut Madison- 
Whitewater? r 

You know you're heading in the right direction when 
tough questions are responded to not with substantive answers, 
but with personal attacks . Unfortunately# David Wilhelm# the 
C h ai r ma n of the Democratic National Committee, took this low-road 
approach when he fired off a letter last Friday personally 
attacking the integrity of Senator D' Amato# the ranking member of 
the Senate Banking Committee. 

If Hr. Wilhelm believes these bullying tactics will 
somehow intimidate congressional Republicans# I have' some bad 
news for hint they won't. We will continue to ask the tough 
questions until the American people get the full accounting of 
Whitewater that they deserve. 


•«« 
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United States 

Office of Government Ethics 



1201 New York Avenue, NW , Suite 500 
Washington, DC 20005-3917 


March 22, 1994 


The Honorable James A. Leach 
Ranking Member 

Committee on Banking, Finance and Urban Affairs 
House of Representatives 
2129 Rayburn House Office Building 
Washington, DC 20515-6050 

Dear Congressman Leach: 

I want to let you know what the Office of Government Ethics 
(OGE) is doing in response to your letter dated March 1, 1994. 

Your letter asks for OGE's review and advice as to whether 
a meeting between three White House officials and Roger Altman, 
Interim Chief Executive Officer of the Resolution Trust Corporation 
(RTC) and Deputy Secretary of the Treasury, "violated any guide- 
lines of government ethics, regulations, or law." Various sections 
of title 3 C.F.R. and title 12 C.F.R. are cited in your letter as 
possibly being applicable to this matter. 

After receiving your letter, my staff contacted Independent 
Counsel Robert Fiske to request a meeting. OGE has also received 
a letter from Lloyd Bentsen, Secretary of the Treasury, asking for 
our views regarding certain actions that may have been taken by 
members of his staff. Because media reports had indicated that 
Mr. Fiske' s office had issued subpoenas to certain Treasury and 
White House officials, we felt it was necessary to meet with 
Mr. Fiske and/or his representatives before proceeding in any 
fashion with respect to either your letter or Secretary Bentsen' s 
letter. A copy of OGE's letter to Mr. Fiske was sent to you. 

Early last week, OGE staff met with the staff from the Office 
of the Independent Counsel. At the meeting, my staff outlined 
OGE's role in the executive branch and discussed the steps that OGE 
might take in response to your letter and the letter from Secretary 
Bentsen. OGE agreed not to pursue any activities at this time 
that might jeopardize any investigation now being conducted by 
Mr. Fiske. OGE asked the Office of the Independent Counsel to 
notify us when an administrative investigation of employee conduct 
could proceed. We have since received a letter from that office 
confirming our conversation. Holding any administrative investiga- 
tion in abeyance until a criminal investigation is at a stage where 
it will not be compromised follows the long-standing guidance of 
the Department of Justice (DOJ) . Copies of that DOJ guidance are 
enclosed for your information. 
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The Honorable James A. Leach 
Page 2 

In the meantime, my staff has arranged to meet with the 
Inspector General (IG) Offices at both the Department of the 
Treasury and the RTC . OGE is not an investigatory agency. We 
believe that we can effectively work with the investigators in 
those offices so that any information we believe relevant to issues 
of the application of the standards of ethical conduct can be 
developed and included in a report from those offices.* 

We understand that the IG at the Department of the Treasury 
has received a request from at least one member of Congress to 
investigate the matter which is the subject of your letter to OGE, 
and that the IG, like OGE, is acceding to a request from the 
Independent Counsel not to proceed on the matter at this time. 
Accordingly, our discussions with the IG offices will focus on what 
actions we each might take in the future, once the Independent 
Counsel has notified us that we may proceed. We will then provide 
you with our views as to any ethics or conflicts issues that may be 
raised by the investigative reports . 

Sincerely, 

^^^te^ien^D 

Director 


Enclosures 

cc: Lloyd Cutler 

Counsel to the President 


Jean Hanson 
General Counsel 
Department of the Treasury 

Art Kus inski 

Director of Office of Ethics 
Resolution Trust Corporation 


It is important to note in this regard that some of the 
regulations cited in your letter were superseded on February 3, 
1993, by OGE's executive branch-wide " Standards of Ethical Conduct" 
in 5 C.F.R. part 2635. Therefore, it will be the Standards of 
Ethical Conduct in 5 C.F.R. part 2635 upon which OGE will focus. 
The cited provision in 3 C.F.R. regarding "General conduct 
prejudicial to the Government" was not superseded by 5 C.F.R. part 
2635 because it is derived from employee conduct regulations issued 
by the Office of Personnel Management in 5 C.F.R. part 735. 
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U.s. HOUSE OF REPRESENTATIVES 

COMMITTEE ON BANKING. FINANCE AND URBAN AFFAIRS 
ONE HUNORED THIRD CONGRESS 
21 2S RAYBURN HOUSE OFFICE BUILDING 
WASHINGTON. DC 206 IB-6090 

May 11, 1994 



James Barker, Esquire 
Acting Deputy General Counsel 
Resolution Trust Corporation 
801 Seventeenth Street, N.W. 

Washington. D.C. 20434 

Dear Mr. Barker: 

I have reviewed your letter dated May 2, 1994, rejecting my appeal 
from the Resolution Trust Corporation's denial of my request 
pursuant to the Freedom of Information Act for documents pertaining 
to Madison Guaranty Savings & Loan Association ("Madison 
Guaranty") . With reluctance I have concluded that I am left with 
no option except to authorize my attorneys to initiate litigation 
against both the RTC and the Office of Thrift Supervision (OTS) in 
an effort to obtain documents patently relevant to committee 
oversight. For your convenience, a copy of the complaint is 
attached. 

My decision to pursue litigation was made lightly. As the 
Ranking Member of the Committee ** Banking, Finance and Urban 
Affairs ("the Committee"), I am -/ligated under the Constitution, 
federal banking laws includ' a the Financial Institutions Reform, 
Recovery and Enforcement -c of 1989 ("FIRREA"), and House rules to 
oversee the actions of the RTC and OTS, and to assess 
implementation of FIRREA. Clearly encompassed within this 
oversight responsibility is a duty to investigate allegations of 
wrongdoing at failed thrift institutions, such as Madison Guaranty. 
In view of recent Committee investigations of such institutions as 
Lincoln Savings and Loan Association of Irvine. California; 
Silverado Savings and Loan Association of Denver, Colorado; 
Cexitrust Savings and Loan Association of Miami, Florida; and 
Columbia Savings and Loan Association of Beverly Hills. California, 
which also underwent concomitant Justice Department probes, the RTC 
and OTS surely would not seriously challenge this responsibility. 
Here, it should be stressed that analogous documents relating to 
each and every one of the institutions listed above have been made 
readily available to the Ranking Member of the Committees of 
jurisdiction. 
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At issue is full disclosure. In this context, the question of 
partisanship deserves review. while I may have differed in 
judgment with given observations of individual members in various 
investigations, I have supported all Banking Commit tee oversight 
investigations of the S&L industry and, indeed, suggested a probe 
be initiated against an S&L identified with a Republican Governor, 
Fife Symington. It was accordingly, with dismay, that I read of my 
committee chairman's effort to bolster the Executive's position 
vis-a-vis Congress in his instruction by letter of March 10, 1994, 
to both the RTC and OTS not to produce documents requested by me 
and in his instructions by letter four days later that regulators 
need not answer questions concerning the failure of Madison 
Guaranty at then scheduled RTC oversight hearings. Indeed, among 
the items being withheld --on facially tenuous "personal privacy" 
grounds -- is correspondence between the RTC and Members of 
Congress . 

In our dispute the fundamental proposition that I am advancing is 
simply that in relationship to the oversight role assigned to it 
under the rubric of the Constitution, Congress has authority to 
seek and review documents of federal government agencies. Under 
precedent and due to decentralized practicalities, Congress has 
devolved this particular authority to Committees which have 
jurisdiction over various federal agencies and federal programs. 

As the ranking Minority Member of the Committee of jurisdiction 
over the agencies responsible for regulation of savings and loan 
associations and disposal of assets of failed institutions, I have 
a particular responsibility to the Congress to oversee related 
Executive Branch policies and actions. 

With the same political party in control of both Houses of Congress 
as well as the Executive Branch, the responsibility of the Ranking 
Member of a committee with oversight responsibilities for an 
Executive agency takes on enhanced dimensions. The Constitution 
did not envisage that a Member would be required to default on his 
or her individual responsibilities simply because a political 
determination may be made by an Executive branch agency to withhold 
documents pertaining to a particularly embarrassing circumstance. 

In the past several decades, Congress has let the public down by 
not vigorously overseeing laws and policies that apply to the S&L 
industry. The costliness of this failure to perform vigorous 
oversight is evidenced by the quarter trillion dollar bill the 
taxpayer has been forced to honor, a small part of which relates to 
a failed institution in Arkansas, Madison Guaranty. The reason for 
this particular oversight investigation relates to the lessons that 
need to be learned, particularly as they apply to the role of state 
governments in regulating state-chartered, state-regulated 
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Institutions in the backdrop of a federalized deposit insurance 
program . 

In this dispute about who ia entitled to speak for Congress in the 
context of Congress' right and obligation under Article I of the 
Constitution to conduct oversight of the Executive branch. Chairman 
Gonzalez' letters contained an implicit and unprecedented 
philosophical assertion that not only does a chairman have the 
exclusive right to obtain oversight documents from the Executive 
branch, but the right to deny such documentation to other Members 
and the right even to deny inquiries about issues clearly germane 
to Che subject of hearings. 

An RTC oversight hearing was scheduled under requirement of law, 
Section 2lA(k) (6) of the Federal Home Loan Bank Act (12 U.S.C. 
§144ia(k) (6)) , and there i9 no provision in Chat law for exceptions 
to Congressional oversight that relate to a single state and its 
institutions. The L\S. Congress wrote a law applicable to all 50 
states, not 49, and the oversight of our laws applies throughout 
this country. Just as in America no individual is above the law, 
no state is beyond its reach. Just as no individual is entitled to 
violate the law out of ignorance of it, no person, even the 
chairman of a congressional Committee, is entitled after the fact 
Co be sole interpreter of a law's meaning or serve as a censor of 
another Member's inquiries. 

The precedent of the Banking Committee is clear with respect to the 
relevance of specific questions on specific institutions. On 
numerous occasions at past RTC oversight hearings, questions 
related to individual institutions have been asked by Committee 
Members, including the Chairman, and answered by witnesses. In 
fact, the Committee's invitation letter of March 3, 1994, to 
Treasury Secretary Bentsen for purposes of the then scheduled RTC 
oversight hearing, sought testimony and documents related to a 
specific institution, Homefed Savings. Of relevance also is the 
following statement of Senator Don Riegle, the Chairman of the 
Senate Banking Committee: 

So we have had now over the years since 1989, a very long 
series of regular oversight hearings where we call in the 
officials responsible for implementing that law to find 
out exactly how it is working and if there is a need to 
change any particular part of it. Is it working the way 
it was designed to work? Have we corrected all the 
abuses? We were so concerned about that issue that, in 
fact, we built into that 1989 law a requirement that 
there has to be a hearing here in Congress every 6 months 
on how that cleanup effort is doing and how that law is 
being implemented. Within the text of that part of the 
law we went so far as to say that any institutions that 
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failed in that time period, in the mid- 1980' a, that if 
any Senator on the committee wanted to come in and ask 
questions about that particular institution, that they 
had a right in law to do so. We did not foresee the 
Madison case at that time, but it applies precisely to . 
the Madison case and every other case out of that time 
period. ( Cona. Ree. S3153, March 17, 1994). 

Procedurally, it should be noted that the Minority is currently 
engaged in one of the most profound checks and balances 
philosophical engagements with the Executive branch in the modem 
history of the Congress. This engagement carries far greater 
implications than any judgment relating to a particular 
embarrassment of a particular public official at a particular time 
because at issue is precedent: whether in future circumstances the 

oversight capacities of Congress can be hamstrung if the Majority 
party of Congress is the same as that in control of the Executive 
branch and chooses to refrain from its oversight obligations in 
order not to embarrass its party's or leader's standings. 

It is precisely because the majority party in Congress has refused 
to uphold the law -- i.e., has yet to hold statutorily required 
oversight hearings; has refused to respect the rules of the House - 
- i.e., the rights of the minority to call witnesses; and has 
refused to uphold its constitutional responsibilities to oversee 
the Executive Branch that the role of the minority is magnified. 
Just as in tolerant* societies it is important to bend over 
backwards to protect the rights of minorities, in a legislative 
environment it is imperative that majoritarian, party biases not be 
allowed to run roughshod over minority party rights. 

In this context, your letter neglects to note what Senator Riegle 
stressed in March on the Senate floor: that the RTC is required by 

statute to provide semi-annual reports to the Committee. Indeed, 
within 30 days after submission of each aami-Annual report by the 
RTC, the Thrift Depositor Protection Oversight Board must appear 
before the Committee for hearings, you have a statutory obligation 
to cooperate with hearings relating to the November 1, 1993 semi- 
annual report as well as a statutory obligation to appear before 
the Committee within 30 days of the submission on April 29, 1994, 
of your moat recent semi-annual report. FIRREA sets forth seven 
categories of information that the Oversight Board must address, 
including "progress ... in selling assets" of resolved 
institutions; "costs incurred by the (RTC) in . . . managing and 
selling assets" acquired by the RTC; estimates of income from 
assets acquired by the RTC; assessment of potential sources of 
additional funds for the RTC; and estimates cf the remaining 
exposure of the United States resulting from thrift institutions. 
Many of the documents being withheld by the RTC -- such as 
investigatory files, banking records, contract information, bidder 
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information, and examination reports -- are directly relevant to 
these statutory areas of inquiry. It is artificial and inaccurate 
for the RTC to assert that the statutory responsibilities of the 
Ranking Member cf the committee of jurisdiction are so limited as 
to entitle said Member of Congress no greater access to information 
than any ocher member of the public. The whole purpose of 
congressional oversight is for Congress to detect and have access 
to material that allows for detection of wrongdoing that would 
otherwise escape public attention. 

What makes the RTC issue somewhat unique as far as the oversight 
responsibilities of Congress is concerned is that semi-annual 
hearings are mandated by statute. Beyond the hearing issue, 
however, it should be stressed that Congressional oversight does 
not relate exclusively to whether a Congressional Committee 
Chairman schedules a particular hearing on a particular matter at 
a particular time, while oversight often culminates in a hearing, 
frequently it does not. 

Congress has responsibility to oversee a myriad of programs for 
which time does not exist for close scrutiny. In addition, for 
reasons of lack of personal interest or lack of personal time or 
concern for political ramifications, a Chairman may not schedule 
hearings on a wide number of subjects. This does not mean that 
other Members of Congress, particularly those on the Committee of 
appropriate jurisdiction, should not reasonably expect cooperation 
from the Executive branch in carrying out their individual 
oversight responsibilities. 

In addition to obligations established under FIRREA and the Federal 
Home Loan Bank Act, the Committee's role in oversight of the RTC 
and OTS is buttressed by the House Rules as modified under the 
Legislative Reorganization Act of 1970. Paragraph 2 of House Rule 
X providing for the Committee's "General Oversight 
Responsibilities" states: 

" (b) (1) Each standing committee . . . shall review and 
study, on a continuing basis, the application, 
administration, execution, and effectiveness of those 
laws, or parts of laws, the subject matter of which is 
within the jurisdiction of that committee and the 
organization and operation of the Federal agencies and 
entities having responsibilities in or for the 
Administration and execution thereof, in order to 
determine whether such laws and the programs thereunder 
are being implemented and carried out in accordance with 
the intent of the congress and whether such programs 
should be continued, curtailed, or eliminated." 

Information requests and questions by Committee Members related to 
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RTC and OTS operations are authorized under the Committee's general 
oversight authority. 

The purported confidentiality concerns asserted in your letter are 
contrivances. The RTC has, throughout its history, released this 
same type of information -- financial records, examination reports, 
board minutes, and so forth -- to Members of Congress and their 
staffs acting in their official capacities during investigations of 
9uch thrifts as Lincoln, Silverado, Centrust, and Columbia. 
Madison Guaranty is both defunct and subject to extensive 
publicity; it is hard to imagine how release of the documents could 
damage it competitively or harm the reputation of any law-abiding 
officers or directors. Apart from the involvement with Madison 
Guaranty of certain present and former high-ranking members of this 
Administration, there would appear to be no justification for 
treating Madison Guaranty documents any differently from those of 
other failed thrifts. 

The purpose of oversight is to expose information, even if it may 
prove embarrassing to government policy or government officials. 
To preclude disclosure is to employ closed society techniques and 
undercut fundamental tenets of American democracy. There are few 
more effective antidotes to impropriety and abuse of power in a 
democracy than sunshine. 

In this context, the RTC's determination to thwart legitimate 
congressional oversight is at odds with historical practice, the 
statutory mandate of FIRREA, relevant case law, and -- last but not 
least -- common sense prerequisites of open government in an open 
society. The sun must be allowed to shine in. Otherwise, abusive 
actions that cannot be reviewed will invite repetition. Shielding 
information to protect public officials from public accountability 
is not the American way. 
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BY HAND 


Resolution Trust Corporation 
15th & Pennsylvania Ave.. N.W 
Washington. D.C. 20220 

Attn: John E. Ryan 

Deputy Chief Executive Officer 

Re; Leach v. Resolution Trust Corporation and 
Office of Thrift Supervision 

Dear Mr. Ryan: 

Pursuant to Fed. R. Civ. P. 4(i)(2), transmitted herewith is a copy of 
the Summons. Complaint and Emergency Motion For Expedited Briefing 
Schedule To Resolve Summary Judgment Motion in the referenced action. 

With best wishes, I am 


Sincerely yours, 



Enel. 
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BY HAND DELIVERY 

Nancy Mayer-Whittington 
Clerk 

United States District Court 
for the District of Columbia 
3rd and Constitution Avenue. N.W. 

Washington, D.C. 20001 

Re: James A. Leach v. Resolution Trust Corporation 

and Office of Thrift Supervision 

Dear Ms. Mayer-Whittington: 

Transmitted herewith for filing are the original and two copies of the 

following: 

(1) Complaint in the referenced action; 

(2) Emergency Motion For Expedited Briefing Schedule To 
Resolve Summary Judgment Motion; 

(3) Civil cover sheet; 

(4) Summons in a civil action. Please execute the summons and 
return it to the messenger who is filing these papers: 

(5) Entry of Appearance form; 

(6) Certificate of Service. 
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Nancy Mayer -Whittington 
May 11. 1994 
Page 2 


Please date-stamp one photocopy of these documents and return 
the date-stamoed copies to me in the seif-aodressed stamped envelope enclosed 
herewith. 

Sincena|y yours. 

Jackson R. Sharman III 

Enclosures 
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IN THE 

UNITED STATES DISTRICT COURT FOR 
THE DISTRICT OF COLUMBIA 


JAMES A. LEACH 

U.S. House of Representatives 

Washington, D.C. 20515, 

In his capacity as the Ranking 
Minority Member of the Committee 
on 8anking, Finance and Urban 
Affairs of the United States House 
of Representatives, 

Plaintiff. 

v. 

RESOLUTION TRUST CORPORATION 
15th & Pennsylvania Avenue, N.W. 
Washington, O.C. 20220 

and 

OFFICE OF THRIFT SUPERVISION 
1700 G Street. N.W. 

Washington, O.C. 20S52. 

Defendants. 


Civ. No. . 


uu cm 


94 1033 


COMPLAINT FOR 
DECURATORY AND 
INJUNCTIVE RELIEF 


NAY 1 1 1994 


NATURE OF ACTION 

1 . This is an action by the Ranking Minority Member of the 
Committee on Banking, Finance and Urban Affairs of the United States House of 
Representatives ("the Committee") to obtain documents from two government 
agencies, the Resolution Trust Corporation ("RTC") and the Office of Thrift 
Supervision ("OTS"), within the oversight responsibilities of the Committee. Plaintiffs 
responsibility and authority to oversee Defendants derives from the power of 
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Congress to legislate as set forth in Article I of the United States Constitution.* from 
the Rules of the United States House of Representatives, and from statutes. Plaintiff 
is a Ranking Minority Member serving in a Congress controlled by the same party 
that controls the Executive Branch. For that reason, Plaintiff's rigorous discharge of 
his oversight responsibilities is particularly Important to the citizens' confidence in 
their governmental institutions. 

2. The documents at issue pertain to Madiaon Guaranty Savings & 
Loan Association in Little Rock. Arkansas ("Madison Guaranty*), which was placed In 
conservatorship by federal regulators in 1989 and resolved in 1990 at a reported cost 
to United States taxpayers of approximately $67 million. As with their supervision of 
other failed thrift Institutions — such as Lincoln Savings and Loan As s oc i ation of 
Irvine. California: Silverado Savings and Loan Association of Denver, Colorado; 
Centruat Savings and Loan Association of Miami. Florida; Columbia Savings and 
Loan Association of Beverly Hills. California; and others — Defendants' handling of 
Madison Guaranty haa come under the scrutiny of the Committee In the exercise of 
its oversight responsibilities. 

3. Unlike those prior situations, in which Defendants honored 
requests for documents from the Ranking Minority Member of the Committee. 
Defendants have Improperly asserted numerous grounds for refusing to release to 
Plaintiff critical documents concerning Madison Guaranty. On Information and belief. 
Defendants' deoision to withhold these documents was Influenced, at least In part, 
by Instructions to suppress the documents communicated to Defendants by the 
Chairman of the Committee on March 10. 1994. Defendants' compliance with these 
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instructions - in addition to being arbitrary, capricious, and contrary to law - has 
enabled one Member of Congress to prevent another Member from fulfilling his 
legislative and oversight duties. 

4. The enhanced responsibility of Plaintiff to oversee the work of 
Defendants is especially applicable in the case of Madison Guaranty. Madison 
Guaranty has been a central focus of press reports raising questions about illegal or 
unethical financial transactions during the mid-1 980s of Individuals who are now or 
recently have been senior Administration officials. Additional questions have been 
raised about communications within the last year between certain senior 
Administration officials and Defendants* personnel charged with investigating Madison 
Guaranty. These matters are squarely within the oversight responsibility of Plaintiff 
and the Committee. Defendants' refusal to produce documents pertaining to Madison 
Guaranty despite at least eight written requests by Plaintiff threatens to undermine 
Plaintiffs ability to perform his oversight responsibilities. 

5. In this action. Plaintiff seeks a declaration that Defendants' acts 
violate the Freedom of Information Act, 5 U.S.C. § 552(b) ("FOIA"), the Administrative 
Procedure Act, 5 U.S.C. § 706 ("APA"); and the Federal Home Loan Bank Act, as 
amended by the Financial Institutions Reform, Recovery, and Enforcement Act of 
1989. 12 U.S.C. § 1441 fit jsg*. ("FIRREA"). In addition, Plaintiff seeks a mandatory 
injunction requiring immediate production to Plaintiff of the requested documents. 
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JURISDICTIO N AND VENUE 

6. This Court has subjact matter jurisdiction over this action 
pursuant to the APA. 5 U.S.C. § 702; FOIA. 5 U.S C. § 552(a)(4)(B); the Federal 
Home Loan Bank Act. as amended by FIRREA, 12 U.S.C. § 1441a(l)(1); and the 
federal queatlon statute. 18 U.S.C. $ 1331. 

7 Venue in this Court is founded upon 28 U.S.C. 9 1391(b) because 
both Defendants reside or may be found in this judicial district, and a substantial part 
of the events giving rise to the claim occurred In this Judicial district. 

PARTIES 

8. Plaintiff is the duly elected Member of the United States House of 
Representatives from the First Congressional District of Iowa. At ail pertinent times. 
Plaintiff has been the Ranking Minority Mem b er of the Committee. 

9. Defendant RTC is a corporation established by Act of Congress m 
the Federal Home Loan Bank Act. as amended by Section 501 of FIRREA, 12 U.S.C. 
§ 144 la(b)(l)(A). Defendant RTC is an "agency of United States” ter all purposes 
pertinent to this action. 12 U.S.C. 9 1441a<b)(1)(B). 

10. Defendant OTS was established pursuant to the Homeowners' 
Loan Act of 1933. as amended by Section 301 of FIRREA. 12 U.S.C. § I482a(e). as 
an autonomous office within the Department of the Treasury. 

BACKORQUND 

1 1 . Defendant RTC is charged with managing and resolving all eases 
involving depository institutions Insured by the Federal Savings A Loan insurance 
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Corporation for which a conservator or receiver was or will be appointed between the 
dates of January 1, 1989 and a date between January 1. 1995 and July 1, 1995. 
Among those institutions is Madison Guaranty, which was placed in conservatorship 
by federal regulators in March of 1989 and resolved by Defendant RTC in November 
1990. Defendant RTC has in its possession, custody, or control nonpublic documents 
concerning Madison Guaranty. 

12. Defendant OTS Is charged with providing for the examination, 
safe and sound operation, and regulation of savings associations. Madison Guaranty 
was one of the savings associations regulated by the federal Home Loan Bank 
Board, the predecessor of Defendant OTS. Defendant OTS has in its possession, 
custody, or control nonpublic documents concerning Madison Guaranty. 

13. As early as 1984, federal regulators noted severe problems 
with Madison Guaranty's management and financial condition, but Arkansas state 
regulators who then had supervisory authority over Madison Guaranty took no action. 
As a consequence, Madison continued its questionable practices, and grew from a 
$49 million institution in 1984 to a $125 million institution in 1986, with a 
consequential increase in exposure to United States taxpayers. On information and 
belief, the insolvency of Madison Guaranty has cost United States taxpayers 
approximately $67 million. 

14. A number of questions have been raised by state and federal 
regulatory authorities, the media, and Congress concerning the practices of James 
and Susan McDougai, who controlled Madison Guaranty from 1980 to 1986. Addi- 
tional questions have been raised concerning the propriety of certain extensions of 
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credit to persons closely affiliated with Madison Guaranty or Its subsidiaries; diversion 
of funds from Madison Guaranty for political and other illagal purpoaea; regulatory 
delays m closing Madison Guaranty; potential conflicts of interest in the 
representation of the Federal Deposit Insurance Corporation and Defendant RTC by 
the Rose Law Firm in a suit against Madison Guaranty's accountants. Frost 6 
Company: potential abusive practices by Madison Guaranty's service corporation, 
Madison Financial Corporation; and other matters of Interest to Plaintiff and the 
Committee. 


PLAINTIFF'S OVERSIGHT RESPONSIBILITIES 
19. Plaintiffs responsibility and authority to oversee Defendants 
derives from the power of Congress to l egisla t e In Article I of the Constitution, the 
Rules of the United Stines House of Representatives, the Legislative Reorganization 
Act of 1970 ("LRA"). and the Federal Home Loan Bank Ad. as amended by FIRREA. 

10. Rule X(2)(b)(1) of the United States House of Representatives 


provides that 


"Each standing committee . . . shall review end study, on 
a continuing basis, the application, administration, 
execution, and effectiveness of those lews, or parts of 
laws, the aubjed matter of which is within the jurisdiction 
of that committee and the organization and operation of the 
Federal Age nci es and entities having responsibilities in or 
for the administration and execution thereof, In order to 
determine whether such laws and the programs thereunder 
are being implemented end earned out in accordance with 
the intent of the Congreea and whether such programs 
should bo continued, curtailed or eliminated. In addition, 
each such committee shall review and study any conditions 
or circumstances which may indicate the ne o aaa lty or 
desirability of enacting new or additional legislation within 
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the jurisdiction of that committee (whether or not any bill or 
resolution has been introduced with respect thereto), and 
shall on a continuing basis undertake Mure research and 
forecasting on matters within the jurisdiction of that 
committee." 

House Rule X(2)(b)(1) implements the statutory mandate of the LRA, 2 U.S.C. 

§ I90d. 

17. Section 21A(k)(4) and (5) of the Federal Home Loan Bank Act, 
as amended by FIRREA, 12 U.S.C. § 1441a(k)(4), (5), requires Defendant RTC to 
submit annual and semiannual reports to Congress. In addition, Section 21A(k)(6) of 
the Federal Home Loan Bank Act, as amended by FIRREA, 12 U.S.C. § 1441a(k)(6), 
directs that not later than thirty (30) days after submission of each semi-annual 
report, the Thrift Depositor Protection Oversight Board ("the Oversight Board"), which 
has supervisory authority over Defendant RTC, "shall appear before the Committee 
on Banking, Finance and Urban Affairs of the House of Representatives" for the 
purpose of reporting on cases involving institutions within Defendant RTC's 
jurisdiction, sales of assets of such institutions, potential sources of additional funds 
that might be recovered for the Defendant RTC. the remaining exposure to the United 
States Government from such institutions, and other matters. 

18. The Oversight Board and Defendant RTC submitted their two 
most recent semi-annual reports to the Committee on November 3, 1993 and April 
29. 1994. The Oversight Board was statutorily required to appear before the 
Committee no later than December 3. 1993 with regard to its November report. 
Although the oversight hearing required by Section 21A(k)(6) was originally scheduled 
for March 24. 1994, it was abruptly postponed indefinitely. The Oversight Board is 
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statutorily required to appaar bafora tha Committee no latar than May 20. 1094 with 
regard to its April report. On Information and belief, tha Committee and Defendants 
will discharge their legal responsibilities and hold a hearing by May 31. 1094 on the 
April 29. 1094 semi-annual report, and perhaps the November 3. 1003 semi-annual 
report as wail. 

10. The Committee has oversight responsibilities for Defendant OTS 
pursuant to House Rules X and XI, and because the Olreetor of Defendant OTS is a 
statutory member of the Oversight Board. 12 U.S.C. 9 144la(a)(3)(A)(lll). 

20. On March 17, 1994, Senator Donald Rlegle of Michigan. Chair- 
man of the United States Senate Committee on Banking. Housing and Urban Affairs, 
which has oversight responsibility over Defendants and which la charged with 
implementing the mandatory hearings of the Federal Home Loan Bank Act. as 
amended by FIRREA, conceded that Inquiry into Madison Guaranty Is not only 
appropriate, but imperative, to the feMMment of the oversight responsibilities of the 
two congressional committees: 

'Within the tekt of that part of (FIRREA] we went so fer as 
to say that any Institutions that felled In that time period 
[January 1. 1089 through a date between January 1 and 
July 1 of 1098] . . . that If any senator on the committee 
wanted to come In and ask questions about that particular 
institution, that they had tha right In law to do so. We did 
not for esee the Madison case at that time, but It app l ies 
precisely to the Madison case and every other case out of 
that time period. So the other day when offtciale from the 
RTC came in to prese n t their s e m i annual report, every 
m ember of the Senate Banking Committee had the legal 
right and authority to ask specific questions about any 
institution that tailed In that time period, end that Included 
Madison Guaranty." Cong. Ree. 83188 (daily ed.. Mar. 

IT. 1994). 
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21. On March 17. 1994, by a unanimous vote, the United States 
Senate during consideration of S. 1275 passed an amendment offered by Senate 
Majority Leader Mitchell and Senate Minority Leader Dole authorizing hearings 
relating to Madison Guaranty. Whitewater Development Corporation, and Capital 
Management Services. Inc. 

22. On March 22. 1994. by a vote of 408 to 15. the House of 
Representatives passed House Resolution No. 394. reaffirming Congress' 
"constitutional obligation to conduct oversight of matters relating to the operations of 
the government, including matters related to any governmental investigations which 
may from time to time be undertaken," and establishing procedures "for appropriate 
Congressional oversight, including hearings, on all matters related to Madison 
Guaranty Savings & Loan Association ('MGS&L’), Whitewater Development 
Corporation and Capital Management Services Inc. ('CMS')." 

23. After both the Senate and the House resolutions authorizing 

hearings into the Madison Guaranty and related matters had passed. President Bill 

Clinton stated in a nationally-televised news conference on March 24 . 1994 : 

"I support the actions of the House end the Senate clearing 
the way for hearings at an appropriate time that does not 
interfere with (Special Counsel Robert] Fiske's responsi- 
bilities, and 1 will fully cooperate with their work as well. . . . 

Cooperation, disclosure, and doing the people's business 
are the order of the day." 

24. For Plaintiff to be able to fulfill his statutory and constitutional 
responsibilities as Ranking Minority Member of the Committee, it is imperative that he 
receive well in advance of the statutory oversight hearing and the hearings required 

15153 



2731 


- 10 - 


by House Resolution No. 394 all documents in Defendants' possession concerning 
Madison Guaranty. 


DEFENDANTS' PRACTICE OF PROVIDING 
DOCUMENTS TO MEMBERS OF THE COMMITTEE 

25. Since Defendants RTC and OTS were created in 1989. they have 
consistently provided documents requested by the Ranking Minority Member of the 
Committee. These requests include, without limitation, the following: 

(a) On February 21. 1901. then-Ranking Minority Member Chalmers 
P. Wylie wrote to the Honorable L. William Seidman. Chairman of Defendant RTC. to 
request copies of the board of directors minutes and examination reports of Columbia 
Savings and Loan of Beverly Hills, California, for the five years prior to Its 
conservatorship. All requested documents were provided. Subsequently, Defendant 
RTC provided the Ranking Minority Member and his staff with foil access to 
Defendant RTC Investigative files at Defendant RTC's offices. Both of these requests 
were pursuant to an independent Minority Investigation of the savings and loan 
industry. 

(b) During the extensive Investigations of Charles Keating and 
Lincoln Savings A Loan Association of Irvine. California. Defondant OTS aitowed the 
Ranking Minority Member and his staff unrestricted access to pertinent documents. 

(e) During the congressional investigation of Silverado Savings A 
Loan Association of Denver. Colorado. Defendant OTS allowed the Ranking Minority 
Member and his staff access to pertinent documents, including but not limited to 
examination reports and all supervisory materials. Defendant OTS provided the 
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Ranking Minority Member and his staff with independent access to documents in 
Washington and Topeka. 

(d) During the congressional investigation of Centrust Savings & 
Loan Association of Miami, Florida. Defendants OTS and RTC allowed the Ranking 
Minority Member and his staff full independent access to pertinent records, including 
but not limited to examination reports, criminal referrals, telephone logs, desk 
calendars, and internal memoranda. Subsequently, an independent Minority 
investigation during the 102nd Congress also received full access to Defendant 
RTC's investigative materials. 

26. The Executive Branch conducted ongoing criminal and dvil 
investigations and law enforcement proceedings during all of the foregoing 
investigations by the Minority. At no time did any representative of Defendants RTC 
or OTS inform the Ranking Minority Member that such Executive Branch investiga- 
tions or proceedings were harmed or compromised, or withhold documents for fear 
that they might be. 

27. Defendants have stated no reason for distinguishing Plaintiffs 
request for documents pertaining to Madison Guaranty from requests for identical 
categories of documents pertaining to other savings and loan associations. 

28. In a Memorandum for the Heads of Executive Departments and 
Agencies dated November 4. 1982. former President Ronald Reagan directed all 
such departments and agencies to provide information to Congress upon request 
without the need for formal Committee action or subpoenas, unless the President 
himself invoked executive privilege. The continuing validity of this directive was 
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confirmed as recently as February 18. 1904. in a letter from Associate Attorney 
General Webster L. Hubbell to Congressman John Dingell. Neither of Defendants 
has invoked executive privilege with regard to documents pertaining to Madison 
Guaranty, nor has either Oefendant stated a reason for deviating from the 
November 4. 1982 directive. 

PLAINTIFF'S EFFORTS TO OBTAIN PERTINENT 
DOCUMENTS RELATING TO MADISON GUARANTY 

29. Pursuant to and in fulfillment of hla oversight responsibilities as 

the Ranking Minority Member of the Committee. Plaintiff has made extensive, though 

unsuccessful, efforts for six months to obtain documents pertaining to Madison 

Guaranty. Plaintiff has made these efforts pursuant to FOIA. House Rules, settled 

principles of agency cooperation with Congress, and FIRREA. These efforts have 

included, but have not been limited to. the following: 

(a) On December 9. 1993, Plaintiff wrote to the Honorable Roger C. 

Altman (Interim Chief Executive Officer of Oefendant RTC), and Jonathan Fieehter 

(Acting Director of Defendant OTS). requesting each to provide all documents relating 

to Madison Guaranty. On Oecambar 22. 1993. Mr. Fieehter wrote to Plaintiff 

agrealng to "provide you with any information available to the public under the 

Freedom of Information Act." but refusing to make available additional Information. 

Also on December 22. 1993. Mr. Altman responded that "the RTC will thoroughly 

cooperate In this Investigation" and agreed to supply "moat" of the documents: 

nevertheless. Mr. Altman referred to "limits on our ability to provide certain" 
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documents, including "the Privacy Act and legal privilege or other restrictions on the 
ability of the RTC to release them." 

(b) To address the purported legal concerns raised by Defendants in 
their responses to Plaintiffs December 9, 1993 letters. Plaintiffs staff prepared and 
sent to Defendant OTS a legal memorandum detailing the right of Plaintiff in his 
capacity as Ranking Minority Member to obtain access to the requested documents. 

(c) On February 3 and 4, 1994, Plaintiff wrote again to Messrs. 
Altman and Fiechter, respectively, reiterating the request in the December 9. 1993 
letters. On February 7. 1994. John E. Ryan (Deputy Chief Executive Officer of 
Defendant RTC), wrote to Plaintiff stating that Defendant RTC would make available 
to Plaintiff only those documents "otherwise available to the public pursuant to the 
Freedom of Information Act." The next day Mr. Fiechter notified Plaintiff that 
Defendant OTS, like Defendant RTC. would produce to Plaintiff only documents 
available to the public pursuant to FOIA. 

(d) On March 7. 1994. Plaintiff wrote to Messrs. Fiechter and Ryan 
reiterating his request for documents pertaining to Madison Guaranty, and requesting 
that Defendants confirm that their refusal to provide the documents constituted final 
agency action. 

(e) On March 8, 1994, Plaintiff wrote to Messrs. Fiechter and Ryan 
requesting documents pertaining to Madison Guaranty, this time expressly stating that 
the documents were necessary for the Committee’s "statutorily mandated, semi- 
annual" oversight hearings, then scheduled for March 24. On March 10. 1994. Henry 
B. Gonzalez. Chairman of the House Committee on Banking, Finance, and Urban 
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IN THE 

UNITED STATES DISTRICT COURT FOR 
THE DISTRICT OF COLUMBIA 


) 

JAMES A. LEACH. ) 

) 

Plaintiff, ) 

v. ) Civ. No. 

) 

RESOLUTION TRUST CORPORATION ) 

) 

and ) 

) 

OFFICE OF THRIFT SUPERVISION. ) 

) 

Defendants. ) 

) 


94 1033 


Upon consideration of Plaintiffs Motion for Expedited Briefing Schedule 
for Summary Judgment Motion, the reasons in support thereof and in opposition 
thereto, it is hereby Ordered, that the motion be and hereby is GRANTED; and 
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It is further Ordered that the following schedule for briefing of Plaintiffs 
Motion for Summary Judgment will be entered: 

May 16. 1944 Plaintiffs Motion for Summary Judgment 

and Supporting Memorandum 

May 23. 1994 Defendants' Opposition to Motion for 

Summary Judgment 

May 26, 1994 Plaintiffs Reply Memorandum in Further 

Support of Summary Judgment Motion 

May 27. 1994 Argument on Summary Judgment Motion 

(or as soon as this 
Courts schedule permits) 


It is so Ordered. 


Date United States District Judge 
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Copies to: 

Bobby R. Burchfield. Esq. 
Jackson R. Sharman III. Esq. 
Covington & Burling 
1201 Pennsylvania Ave.. N.W. 
P.O. Box 7566 

Washington, O.C. 20044-7566 
Attorneys for Plaintiff 


Office of Thrift Supervision 
1700 G Street, N.W. 

Washington, O.C. 20552 
Attn: Mr. Jonathan Fiechter 
Acting Director 

Resolution Trust Corporation 
15th & Pennsylvania Ave.. N.W. 
Washington, D.C. 20220 
Attn: Mr. John E. Ryan 

Deputy Chief Executive Officer 

Defendants 


The Honorable Janet Reno 
Attorney General of the United States 
U.S. Department of Justice 
10th & Pennsylvania Ave., N.W. 
Washington, D.C. 10530 

Eric Holder, Esq. 

United States Attorney 
555 Fourth Street, N.W. 

Washington, D.C. 20001 
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IN THE 

UNITED STATES DISTRICT COURT FOR 
THE DISTRICT OF COLUMBIA 


JAMES A. LEACH. 

Plaintiff. 

v. 

RESOLUTION TRUST CORPORATION 
and 

OFFICE OF THRIFT SUPERVISION. 

Defendants. 


EMERGENCY MOTION FOR EXPEDITED BRIEFING SCHEDULE 
TO RESOLVE SUMMARY JUDGMENT MOTION 


Plaintiff James A. Leach, in his capacity as the Ranking Minority 
Member of the Committee on Banking, Finance and Urban Affairs of the United 
States House of Representatives ("the Committee"), hereby moves for entry of an 
expedited schedule for briefing his motion for summary judgment Plaintiffs 
complaint is being filed simultaneously with this motion. 

As set forth in more detail in the Complaint, Defendants Resolution 
Trust Corporation ("RTC”) and the Office of Thrift Supervision ("OTS") are within the 
oversight responsibilities imposed upon Plaintiff and the Committee by the United 
States Constitution, statute, and the Rules of the United States House of 
Representatives. For over six months. Plaintiff has sought documents pertaining to 


) 

) Civ. No. 

) 

) 

) 

) 
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Madison Guaranty Savings & Loan Association of Little Rock. Arkansas ("Madison 
Guaranty") from Defendants, but they have declined to produce any such documents 
other than those available to the general public pursuant to the Freedom of 
Information Act. Madison Guaranty, which failed at a cost to taxpayers of 
approximately $67 million, has come under intense scrutiny in recent months because 
of potential conflicts of interest and alleged diversion of funds for political or other 
improper purposes. Allegations have also been raised concerning regulatory delays 
in closing Madison Guaranty. 

Based upon these and other alleged irregularities, both the Senate and 
the House of Representatives have voted to investigate and hold hearings regarding 
Madison Guaranty. Moreover, the Federal Home Loan Bank Act, as amended by the 
Financial Institutions Reform and Recovery Act ("FIRREA"), requires the Committee 
to hold an oversight hearing within thirty (30) days of receiving each semi-annual 
report from the RTC. 12 U.S.C. §1441a(k))6). The RTC’s most recent semi-annual 
report was submitted on April 29, 1994; the statutorily mandated heanng must 
therefore occur no later than May 31, 1994. The status of the RTC’s investigation 
into the circumstances surrounding the failure of Madison Guaranty will be a subject 
of that hearing. 17 

Defendants have refused to make available the requested documents on 
the ground that only the majority party in Congress - which also controls 

- Although the Chairman of the Committee unilaterally cancelled the required 
hearing on the RTC’s November 1, 1993 semi-annual report. Plaintiff is confident that 
the Committee will comply with the law and hold hearings on the RTC’s most recent 
report. 
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Defendants - is entitled to request such documents. Not only does Defendants’ 
position depart from their well-settled custom of cooperating with the Ranking Minority 
Member, it also neglects the obligation of the Ranking Minority Member to fulfill his 
oversight responsibilities even when senior Administration officials are implicated in 
wrongdoing. 

Therefore, immediate access to the requested documents is essential 
for the proper performance by Plaintiff of his oversight responsibilities pursuant to 
FIRREA and House Resolution No. 394. In this action. Plaintiff seeks the documents 
pursuant to the Freedom of Information Act. 5 U.S.C. § 552(b) ("FOIA"), the 
Administrative Procedure Act, 5 U.S.C. § 706 ( N APA N ), and the Financial Institutions 
Reform, Recovery, and Enforcement Act of 1989, 12 U.S.C. § 1441a(k). 

Accordingly, Plaintiff respectfully urges this Court to enter the briefing 
schedule set forth in the attached proposed Order so that this matter may be 
resolved as promptly as possible. The proposed briefing schedule is as follows: 

May 16. 1944 Plaintiffs Motion for Summary Judgment 

and Supporting Memorandum 

May 23, 1994 Defendants' Opposition to Motion for 

Summary Judgment 

May 26, 1994 Plaintiffs Reply Memorandum in Further 

Support of Summary Judgment Motion 

May 27. 1994 Argument on Summary Judgment Motion 

(or as soon as this 

Court's schedule permits) 
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This schedule recognizes the urgency of Plaintiffs request. It also takes 
into account that Plaintiff has been seeking these documents for six months, and 
Defendants are fully aware of Plaintiffs claims. In view of the important public 
interests at issue, prompt resolution of this matter is. we respectfully submit, 
imperative. 


CONCkUSIflM 

For the reasons previously stated. Plaintiff James A. Leach respectfully 
urges this Court to enter the proposed Order setting forth an expedited briefing 
schedule for resolution of this case. 


Respectfully submitted, 


Booty R. Bill 
(D.C. Bar No. 289124) 

Jackson R. Sharman III 
(D.C. Bar No. 428799) 
Covington & Burling 
1201 Pennsylvania Avenue, N.W. 
P.O. Box 7566 
Washington, D.C. 20044 

Attorneys for the Plaintiff 



DATED: May 11, 1994 
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United States 

Office of Government Ethics 

1201 New York Avenue, NW.. Suite 500 
Washington. DC 20005-3917 


March 22, 1994 


The Honorable James A. Leach 
Ranking Member 

Committee on Banking, Finance and Urban Affairs 
House of Representatives 
2129 Rayburn House Office Building 
Washington, DC 20515-6050 

Dear Congressman Leach: 

I want to let you know what the Office of Government Ethics 
(OGE) is doing in response to your letter dated March 1, 1994. 

Your letter asks for OGE's review and advice as to whether 
a meeting between three White House officials and Roger Altman, 
Interim Chief Executive Officer of the Resolution Trust Corporation 
(RTC) and Deputy Secretary of the Treasury, "violated any guide- 
lines of government ethics, regulations, or law." Various sections 
of title 3 C.F.R. and title 12 C.F.R. are cited in your letter as 
possibly being applicable to this matter. 

After receiving your letter, my staff contacted Independent 
Counsel Robert Fiske to request a meeting. OGE has also received 
a letter from Lloyd Bentsen, Secretary of the Treasury, asking for 
our views regarding certain actions that may have been taken by 
members of his staff. Because media reports had indicated that 
Mr. Fiske 's office had issued subpoenas to certain Treasury and 
White House officials, we felt it was necessary to meet with 
Mr. Fiske and/or his representatives before proceeding in any 
fashion with respect to either your letter or Secretary Bentsen 's 
letter. A copy of OGE's letter to Mr. Fiske was sent to you. 

Early last week, OGE staff met with the staff from the Office 
of the Independent Counsel. At the meeting, my staff outlined 
OGE's role in the executive branch and discussed the steps that OGE 
might take in response to your letter and the letter from Secretary 
Bentsen. OGE agreed not to pursue any activities at this time 
that might jeopardize any investigation now being conducted by 
Mr. Fiske. OGE asked the Office of the Independent Counsel to 
notify us when an administrative investigation of employee conduct 
could proceed. We have since received a letter from that office 
confirming our conversation. Holding any administrative investiga- 
tion in abeyance until a criminal investigation is at a stage where 
it will not be compromised follows the long-standing guidance of 
the Department of Justice (DOJ) . Copies of that DOJ guidance are 
enclosed for your information. 
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The Honorable James A. Leach 
Page 2 

In the meantime, my staff has arranged to meet with the 
Inspector General (IG) Offices at both the Department of the 
Treasury and the RTC. OGE is not an investigatory agency. We 
believe that we can effectively work with the investigators in 
those offices so that any information we believe relevant to issues 
of the application of the standards of ethical conduct can be 
developed and included in a report from those offices.' 

We understand that the IG at the Department of the Treasury 
has received a request from at least one member of Congress to 
investigate the matter which is the subject of your letter to OGE, 
and that the IG, like OGE, is acceding to a request from the 
Independent Counsel not to proceed on the matter at this time. 
Accordingly, our discussions with the IG offices will focus on what 
actions we each might take in the future, once the Independent 
Counsel has notified us that we may proceed. We will then provide 
you with our views as to any ethics or conflicts issues that may be 
raised by the investigative reports. 

Sincerely, 

^Stephen D. Potts 
Director 


Enclosures 

cc: Lloyd Cutler 

Counsel to the President 

Jean Hanson 
General Counsel 
Department of the Treasury 

Art Kus inski 

Director of Office of Ethics 
Resolution Trust Corporation 


It is important to note in this regard that some of the 
regulations cited in your letter were superseded on February 3, 
1993, by OGE's executive branch-wide "Standards of Ethical Conduct" 
in 5 C.F.R. part 2635. Therefore, it will be the Standards of 
Ethical Conduct in 5 C.F.R. part 2635 upon which OGE will focus. 
The cited provision in 3 C.F.R. regarding "General conduct 
prejudicial to the Government" was not superseded by 5 C.F.R. part 
2635 because it is derived from employee conduct regulations issued 
by the Office of Personnel Management in 5 C.F.R. part 735. 
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INSTRUCTIONS FOR ATTORNEYS COMPLETING CIVIL COVER SHEET FORM JS-44 


Authority For Civil Cover Sheet 

The JS--J-* civil cover sheet a no the information contained herein neitner reoiaces nor supplements the filings and service of pieao.ng or 
tner papers a> required by law excsot as provioed by local rules oi court This form, approved bv tne Judicial Conference ot the Lnitea States 
- Septemeer ,, required for me use oi tne Clerk ot Court for the purpose or initiating the cimi Jootet sneet Consequently a civil cover 
• -.eet is >uomitted to the Clerk of Court for each civil complaint riled. The attorney filing a case snouid complete me form as follows 

l. lat Plaintiffs • Defendants. Enter names i last, first, middle initial) of plaintiff and defendant. If the plaintiff or defendant is a government 

agency, use only the lull name or standard abbreviations. If the plaintiff or defendant is an official witnin a government agency, identify first the 
igency and then the official, giving ooth name and title, .... 

bi County of Residence. For each civil case filed, except US. plaintiff cases, enter the name of the county where the first listed plaintiff resides 
si the time of filing. In L' . S . plaintiff cases, enter the name of the county in which the first listed defendant resides at the time of filing. < NOTE. In 
land condemnation cases, the county of residence of the "defendant ' is the location of the tract of land involved). 

c i Attorneys. Enter firm name, address, telephone number, and attorney of record. If there are several attorneys, list them on an attachment, 
noting in Uus section "(see attachment) ' 

II. Ju risdi ction. The basis of jurisdiction is set forth under Rule 8 (a). FRCP., which requires that jurisdictions be shown in pleadings. Place 
an "X" in one of the boxes. If there is more than one basts of jurisdiction, preced en ce is given in the order shown below. 

Untied Stales plaintiff. (I) Jurisdiction is based on 28 U.S.C. 1343 and 1348. Suits by agencies and officers of the United States ate included 
her*. 

United States defendant. (2) When the plaintiff is suing the United States, us officers or agencies, place an X in dus box 

Federal question. (3) This refers to suits under 28 U.S.C. 1331. where jurisdiction arises under the Constitution of the United Stan, an 
amendment to the C o n s titu tion, an act of Congress or a treaty of the United States, in cases where the U.S. is a party, the U.S. pUtauff or 
defendant code takes pre ce d ence , and box I or 2 should be marked. 

Diversity of cuuenstotp. (4) This refen to suits under 28 U.S.C. 1332. where parties am citizens of different states. When Box 4 is checked, the 
citizenship of the different parties must be checked. (See Section Ul below; federal quest wn actions take pr ece d enc e over diversity cates.) 
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IV. Conan of Action. Report the civil statute difb^dy related to the csose of action end give « brief descr ip tion of the cause. 

V. Nature ef&rit. Place an "X“ in the appropriate box. If the datum of suit cann o t be determined, be sere the cause of action, in Section (V 
above, is sufficient to enable the deputy clerk or the statistical clerics in the Administrative Office to detenmne the man of suit. If die cause fits 
mom than one nature of suit, select the most definitive. 

VI. Origin. Place an "X** in one of the seven boxes. 

Original Proceedings. (1) Cams which originate in the United States district courts. 

Removed from State Own. (2) Proceedings initialed in stsMcoura may be mmoved to die district courts under Title 28 U.S.C.. Skuoo 1441 
When the p et iti on for r em o v a l is gnuMd. check dus bon. 

R eman ded from Appellate Court. (3) Check this box far cases remanded to (he district court for further action. Use the date of remand as the 
filing dns. 
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Transferred from Another Disarict. (5) For cases mrafermd under Title 28 U.S.C. Section 1404(a). Do not use tins far within district oamim or 
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836(c), you are hereby notified, that the states HagAstiaU 

Jbdges of this District: court, in 'addition to their other duties, 
upon the consent of all parties in a civil case, nay co n d uc t any or 
all pm reeding ri in a civil case, including a jury or nonjury trial, 
and order the entry of a final judgment- 


You. shoe Id he aware that y o u r decision to consent, or not to 
to the referral of your case to a united S t a t es Magistrate 
be entirely voluntary- Only If all the parties to the 
st to the reference to a Magistrate Judge will either the 
JUdge or 'the Magistrate Judge to what the « 
informed of your decision. 


In appeal from a judgment entered by a Magistrate judge may be 
taken directly to the united states cour t * of* Appeals far this 

judicial ci r cuit in* the sane *■«*■**>* as an appeal fr o m assy other 
judgment of a District cour t - Alternatively, upon consent of all 
parties, an appeal from a judgment ent e red by a Magistrate Judge 
may be taken directly to a Di s t rict JUdge. Cases in which an 
appeal is taken to a District Judge may be rev i e w ed by the UUltad 
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jHrtiteb j&tairs district (Court 


. DISTRICT OF . 


JAMES A. LEACH 

U.S. House of Representatives 
Washington, D.C. 20515 


SUMMONS IN A CIVIL ACTION 


RESOLUTION TRDST CORPORATION 
15th & Pennsylvania Ave., N.W 
Washington, D.C. 20220 

OFFICE OF THRIFT SUPERVISION 
1700 G Street, N.W. 
Washington, D.C. 20552 


CASE NUMBER: 


94 1033 


TOimwmmmhdOmwmi 

Resolution Trust Corporation 
15th & Pennsylvania Ave., N.W. 
Washington, O.C. 20220 
Attn: John E. Ryan 

Deputy Chief Executive Officer 


m j. e 


YOU ARE HEREBY SUMMONED and required to file with the Cleft of this Court and aefve upon \ 


PLAINTIFF’S ATTOFNFY mm mm 

Bobby R. Burchfield 
Jackson R. Shaman III 
COVINGTON & BURLING 
1201 Pennsylvania Ave., N.W. 
P.O. Box 7566 


Washington, 


20044-7566 


an answer to the complaint which is herewith served upon you. within days • H * # *™*? c j 

this summons upon you, txausrv t of ths day of sanact. If you fail to do so, judgment 6y default will be takei 
against you for the relief osmandso in the compfeint. ] 


NANCY MAYER-WHITTINGTON 


MAT 1 1 1994 
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CERTIFICATE OF SERVICE 

I hereby certify that I have caused true and correct copies of the 

foregoing Plaintiffs Complaint and Emergency Motion For Expedited Briefing 

Schedule to Resolve Summary Judgment Motion to be served on the following 

parties, on this 11th day of May, 1994: 

Mr. Jonathan Fiechter 
Acting Director 
Office of Thrift Supervision 
1700 G Street. N.W. 

Washington, D.C. 20552 

Mr. John E. Ryan 
Deputy Chief Executive Officer 
Resolution Trust Corporation 
15th & Pennsylvania Avenue, N.W. 

Washington. D.C. 20220 

The Honorable Janet Reno 
Attorney General of the United States 
U.S. Department of Justice 
10th & Pennsylvania Avenue, N.W. 

Washington, D.C. 20530 

Eric Holder, Esq. 

United States Attorney 
555 Fourth Street N.W. 

Washington, D.C. 20001 



^ckson R. Sharman ill 
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RTC 


RESOLUTION TRUST CORPORATION 



Honorable Janas A. Laach 
Ranking Minority Manbar 
Connittaa on Banking, Financa 
and Urban Affairs 
Housa of Raprasantativas 
Washington, D.C. 20515 


RT-13279 
cc: Mr. Ryan 

Standard Distribution 
Mr. Adair 
Mr. Buckley 
•""Ms. Kulka 
Mr. Binkley 
Mr. Collishaw 
Ms. Kauper 
Ms. Hinton 
OGR Reps & Staff 

May 2, 1994 

Enclosures available t 
view in OGR 


Ra: Fraadon of Information Act Appaal Ho. RTC-94-A014 


Daar Mr. Laach: 

This is in rasponsa to your lattar of April 11, 1994, 
appaaling the Rasolution Trust Corporation's rasponsa datad 
March 11, 1994, to your raquast for information ralatad to 
Madison Guaranty Savings & Loan Association. Whils your initial 
raquast for information, datad Decambar 9, 1993, was opanad as a 
raquast made through our Office of Governmental Relations and not 
a request made pursuant to the Freedom of Information Act (FOIA) , 
5 u.s.c. S 552, because of your status as an individual Member of 
Congress, you vara afforded no greater access than would have 
been afforded the general public under the FOIA. In your letter 
dated March 7, 1994, you specifically requested information 
regarding what "further recourse" was available to you within the 
agency to obtain access to the information you sought. The RTC 
responded in its latter of March 11, 1994, by explaining the 
RTC's FOIA appaal process. 

Consequently, va are treating your lattar datad April 11, 
1994, to be an appaal, pursuant to the FOIA, of our previous 
responses to your requests for records. 


Bff9Pt at RtTOlt 

By lattar dated December 9, 1993, you requested "all 
documents ralatad to Madison and its subsidiaries." Your request 
vent on to state that: 


Such documents would include, but not be limited to, 
administrative files, examination reports, interoffice 
memorandum (sic), notes and minutes of meetings 
(including telephonic meetings), correspondence, 
electronic mail and agreements the RTC entered into 


SOI lmSRml . MW M taMrvtaa 0.C 20434 


15173 



2751 


Honorable James A. Leach 
Page 2 

with private sector contractors during the resolution 
of Madison. In addition to documents in possession at 
RTC -Washington, I request access to all documents 
related to Madison held at RTC field offices. 

We interpreted this request to include all records created 
by the RTC and records in possession of the institution at the 
time it was put into receivership and still in the possession of 
the RTC. Because your initial request encompassed approximately 
500 boxes of records, the RTC supplied your staff with a number 
of inventories pertaining to records of the RTC which relate to 
Madison Guaranty and Madison Financial Corporation. In an effort 
to expedite your request and avoid supplying you with information 
in which you had little or no interest, we asked your staff to 
utilize the inventories and indicate which records were being 
sought. 

In the ensuing discussions, your staff identified certain 
categories of records which they specifically requested. During 
other discussions with your staff, certain general categories of 
records were indicated as being of interest. As a result of 
these discussions, the RTC reviewed the appropriateness of 
disclosing the requested categories or specific files of 
information. Access to certain of these categories was denied, 
while access was granted in whole or in part to other categories. 
A substantial number of records were not specifically requested 
by your staff and accordingly were not addressed. As a courtesy, 
we have supplied your staff with copies of any Madison-related 
record processed pursuant to any other FOIA request, even though 
your staff did not indicate any special interest in that record. 
As a result of this procedure, the RTC has disclosed over 8,000 
pages of information to your staff, and it has placed copies of 
that information in the RTC's Reading Room for public access. 

For your convenience, we have enclosed another copy of the 
inventory of Madison related records. (Attachment A) 

Based on our previous dialogue with your staff, and noting 
the categories or specific files they requested, we have 
interpreted your request and your appeal to be limited to the 
following categories of information which were specified by your 
staff or were supplied to your staff as a result of processing 
other FOIA requests. As indicated below, you were denied access 
to certain categories of these records in whole or in part. 

These denials, in addition to your claim to absolute access by 
virtue of your status as a Member of the Congress, are the 
subject of your appeal. 

1. Investigatory files pertaining to the RTC's investigation of 
Madison, Professional Liability Section (PLS) litigation files 
pertaining to Madison, and any criminal referrals or 
correspondence with the Department of Justice pertaining to 
Madison. (Access was denied because to disclose this information 
could reasonably be expected to interfere with an enforcement 
proceeding.] 
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2. Loan or personal banking records pertaining to individuals 
or corporations/ partnerships. [Access was denied because to 
disclose this information would constitute a clearly unwarranted 
intrusion into an individual's personal privacy or would reveal 
confidential commercial or financial information. This category 
includes requests for financial records which may relate to 
specific individuals or corporations and to portions of certain' 
inventories of documents and assets which have been supplied to 
your staff — e.g., no. 622 on the attached inventory.] 

3. Minutes of Madison Guaranty. [Portions were withheld 
because to disclose this information would constitute a clearly 
unwarranted intrusion into an individual's personal privacy or 
would reveal confidential commercial or financial information. ] 

4. Minutes of Madison's subsidiary, Madison Financial 
Corporation. [Access was denied because to disclose this 
information could reasonably be expected to interfere with an 
enforcement proceeding. ] 

5. Resolution documents pertaining to Madison. [Access granted 
in their entirety.] 

6. Documents in Legal files located in Kansas City. [On 
December 30th your staff was given a copy of the Kansas City RLIS 
(RTC Legal Information System) printout and then requested access 
to 18 files, portions of which were withheld as privileged. In 
addition, seven items on' the printout were redacted as 
privileged. 1 ] 

7. Congressional correspondence pertaining to Madison. [Access 
to portions were withheld to protect the identity of the 
constituents, the disclosure of which would constitute a clearly 
unwarranted intrusion of their personal privacy.] 

8. Gerrish Report. [Access was denied because this document is 
protected under the attorney-client privilege, and to disclose 
this document could reasonably be expected to interfere with an 
enforcement proceeding. ] 

9. Contract information. [On December 30th, your staff 
selected certain contracts off of the RTC's Kansas City CARS 
(Contracting Jtativity Reporting System) and those contracts were 
disclosed in their entirety.] 

10. Bidders Information Package. [Document no. 67 on the 
attached inventory. Access to salaries of Madison employees was 
denied, the disclosure of which would constitute a clearly 
unwarranted intrusion of their personal privacy. Access to 


1 Upon review, we have determined that this information is no 
longer privileged. Accordingly, a supplemental release is 
attached. (Attachment B) 
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portions which identified certain depositors was also denied 
because to disclose this information would reveal confidential 
commercial or financial information. 2 ] 


11. Bank Board Examination Reports of Madison. [These reports 
were denied because they related to reports prepared by a 
financial institution regulatory agency which requested they be 
withheld. ] 


If y$ii are interested in obtaining access to types of 
documents other than those listed above or which have been 
disclosed to you previously, please refer to the inventories 
which have been supplied to your staff and contact the FOIA/PA 
Branch, International Place, 1735 North Lynn Street, Rossyln, 
Virginia 22209. 

>; 


Aeons .fry 


at Vht congress 


In your letter dated March 7, 1994, you indicated that based 
upon your status as an individual Member of Congress you are 
entitled to total access to all records under the control of the 
agency, notwithstanding the fact that the records may be 
privileged, protected by the Privacy Act, or protected by the 
Trade Secrets Act. In effect, you disputed* our position that you 
were entitled only to the same access as would be afforded to a 
member of the general public pursuant to the FOIA. Previously, 
on January 14, 1994, your staff submitted a memorandum which 
concluded that as Ranking Minority Member, you appeared to "have 
the appropriate institutional status to obtain records within the 
Committee's jurisdiction upon request and without limitation.** 

See Memorandum to Representative James A. Leach, from the 
Minority Staff, subject "Rights of a Ranking Minority Member for 
Access to Agency Records," January 14, 1993 (sic) (hereafter 
referred to as the Minority Staff "Opinion"), at 1. Your staff 
came to this conclusion based on their assertion that a Ranking 
Minority Member has all the rights of a Committee and that 
subsection (d) of the FOIA, 552 U.S.C. $ 552(d), precludes the 
invocation of FOIA exemptions to withhold records from you. 

We have reviewed this memorandum and the relevant case law 
and have concluded you are only entitled to the same access as 
would be available to any member of the general public under the 
FOIA. Furthermore, we have concluded that as long as your status 
is that of an individual Member of Congress, we would be 
prohibited from disclosing information potentially covered by the 
Privacy Act and the Trade Secrets Act. Moreover, we believe that 
disclosing privileged information to you could raise questions of 


3 Access to portions which identified parties who sold Madison 
a participation interest was also denied. Upon review, we have 
determined this information may be disclosed. Accordingly, a one- 
page supplemental release is attached. (Attachment c) 
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waiver and could detrimentally affect any further legal action 
that may be contemplated regarding Madison. In sum, we have 
concluded that the RTC may appropriately withhold information 
from you pursuant to FOIA exemptions. 


COMMITTEE STATUS 

The Minority Staff's Opinion that as Ranking Minority Member 
you have authority commensurate with that of a Committee is based 
on four arguments: (1) the position stated in an Amicus Curiae 
Brief submitted by the Speaker and Bipartisan leadership Group of 
the House of Representatives in the matter of United States v. 
McDade , Crim. Action No. 92-249 (E.D. Pa.); (2) Congress has the 
right to investigate and the majority should not suppress the 
minority's efforts in this area; (3) various rules of the House 
and the Banking Committee grant you independent investigatory 
authority commensurate to that of the Banking Committee; and 
(4) there is sufficient "institutional imprimatur" to afford your 
effort Committee status. 

We have reviewed the brief and opinion filed in the United 
States v. McDade, and ve do not consider your staff's reliance 
upon the statement made in the Amicus Brief that the Ranking 
Minority Member is "the functional counterpart of the Chairman" 
to be on point. Nothing in the brief or the Court's written 
opinion on the case addresses the issue of a Member's right of 
access to agency information, nor do they infer that a Ranking 
Minority Member has all the authority of a Committee. The 
characterization of the Ranking Member as the "functional 
counterpart of the Chairman" is in terms of preparing the 
minority's proposed legislation and amendments to the majority's 
proposals, and managing 'the minority staff, etc., and not in 
terms of the authority of the individual Member to compel access 
to information from agencies. This very narrow characterization 
is for a particular purpose and has been taken entirely out of 
context. 

As to your staff's assertion that the rules of the House and 
the Banking Committee support your independent status, all of the 
references simply prove that the minority can participate in the 
legislative process. The Opinion does not cite case law or a 
specific legislative rule that grants the Ranking Minority Member 
Committee status or the independent authority to compel the 
production of documents. This is in stark contrast to the 
Banking Committee's own rules on the issuance of subpoenas (which 
normally does form a basis to compel production of documents) , 
which may be authorized only by a majority of the members voting, 
a majority being present, and not solely by the Ranking Minority 
Member. See House Banking Rule II. 3. 

Congress' right to investigate matters related to alleged 
waste and fraud is not in dispute. The real issue is whether the 
Ranking Minority Member, on the authority of that position 
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solely, can conduct such an investigation. It is clear that 
Congress could have allowed the minority the ability to undertake 
an investigation on its own if Congress had seen fit to do so. 3 
Absent clear legal authority on this point, the Opinion argues 
that the majority's ability to limit the minority's investigative 
authority is bad policy. Whether this is true or not is 
irrelevant to the issue of legal authority. 

Finally, the Opinion argues that certain actions by Chairman 
Gonzalez have "created enough ' institutional imprimatur' to 
satisfy agency policy and existing case lav on Congressional 
access to agency documents." Opinion at 8. While the Minority 
Staff notes a request for travel funds has been granted by the 
Chairman, it fails to address the fact that the Chairman has 
publicly stated the Committee is not, at this time, undertaking 
an investigation. We believe that statement to be 
determinative. 4 

It is our opinion the arguments presented to show that you 
have authority commensurate with that of a Chairman or Committee 
are not sufficiently persuasive, and accordingly your request 
must be considered as made by an individual Member of Congress 
and not a Committee. \i_ ' 


FOIA AND PRIVACY ACT ACCESS 

The Minority Staff also argues based upon your individual 
capacity as a Member of Congress, you should be granted absolute 
access to the records, irrespective of the Privacy Act, the Trade 
Secrets Act, privileges or FOIA exemptions. In effect, the 
Opinion claims you are entitled to access pursuant to 5 U.S.C. $ 
552(d) which states that the FOIA "is not authority to withhold 


3 See, 5 U.S.C. S 2954 ("[a]n Executive agency, on request of 
the Committee on Government Operations of the House of 
Representatives, or of any seven members thereof, or on request of 
the Committee on Government Operations of the Senate, or any five 
members thereof, shall submit any information requested of it 
relating to any matter within the jurisdiction of the committee") . 

4 We are aware that the Congress appears to have decided to 
conduct hearings on the Madison/ Whitewater matter. However, it is 
our understanding the venue in which these hearings will be 
conducted has not been determined, nor has the scope or timing of 
these hearings. When and if the RTC receives a request for records 
from a properly designated Congressional entity regarding this 
matter, we will reply appropriately. 
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information from Congress." The dispositive question is whether 
you, as an individual Member of Congress, fall within the scope 
of subsection (d). s 

In this regard, the Staff relies almost exclusively upon two 
cases, Murphy v. Department of the Army, 613 F.2d 1151 (D.C. 

Cir. 1979), and FTC v Owens -Corning Fiberglass Corp, 626 F.2d 966 
(D.C. cir. 1980) . 6 We have reviewed both opinions and find these 
cases do not clearly afford a Ranking Minority Member access to 
records protected by the Privacy Act and Trade Secrets Act, nor 
do they clearly allow access to privileged information. As a 
consequence, we are not persuaded you have access rights other 
than that which is afforded to the general public under the FOIA. 

As for your staff's assertion that Murphy authorizes your 
access to Privacy Act-protected information. See Opinion, at 7, 
n.30 & 31, we are not persuaded for two reasons. First, Murphy 
did not address Privacy Act issues; rather, it exclusively 
involved the FOIA. Secondly, ve continue to maintain the 
position that the plain language of the Act, which specifically 
authorizes disclosure "to either House of Congress, or, to the 
extent of matters within its jurisdiction, any committee or 
subcommittee thereof, any joint committee of Congress or 
subcommittee of any such joint committee," 5 U.S.C. S 
552a (b)(9), does not authorize the disclosure of a Privacy Act- 
protected record to an individual Member of Congress acting on 
his or her own behalf or on behalf of a constituent. See OMB 
Guidelines, 40 Fed. Reg. 28,948, 28,955 (1975); 40 Fed. Reg. 
56,741, 56,742 (1975); Swenson v. D.S. Postal Service, 890 F.2d 
1075, 1077 (9th Cir. 1989) ("The clear language of the Privacy 
Act exemption in S552a(b) (9) applies only to a House of Congress 


s We note at the outset the Department of Justice has 
consistently issued guidance that individual Members of Congress 
are not covered under subsection (d) . See FOIA Update , Winter 
1984, at 3-4 ("OIP Guidance: Congressional Access Under FOIA"). 


* The Opinion also apparently relies on two pre-Murphy cases, 
EPA v. Mink, 464 F.2d 742 (D.C. Cir. 1971), rev'd, 410 U.S. 73 
(1973); and Koch v. Department of Justice, 376 F. Supp. 313 (1974), 
for the proposition that agencies must respond to official requests 
and such requests "can come from Members acting in their individual 
capacities." Opinion , at 7 n.30. After examining the opinions in 
both cases, we fail to see how they support this proposition. Both 
Mink and Koch involved FOIA requests by Members of Congress and in 
both cases the courts held that information was properly 
withholdable under the FOIA. Neither case discusses the question 
of whether individual Members of Congress have any additional 
access rights other than those of the general public, but it can be 
inferred they have no such special status in light of the fact the 
Court affirmed the agencies' determinations to withhold records in 
both cases pursuant to FOIA exemptions. 
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or a committee or subcommittee, not to an individual 
congressman."); See also, Lee v. Dearment, 1992 Lexis 12533 (4th 
cir.). Inasmuch as your staff has not supplied clear authority 
to the contrary, ve must maintain our original position. 

In regard to confidential business information, it is our 
opinion that Exxon Corp. v. FTC, 589 F.2d 582 (D.C. Cir. 1978), 
is controlling. In Exxon, the Federal Trade Commission received 
a request for information from Senator Hart on official 
stationery, asking that the data be made available to the 
Subcommittee. The Court concluded that: 

[Disclosure of information can only be compelled by 
authority of Congress, its committees and 
subcommittees, not solely by individual members; and 
only for investigations and congressional activities. 
Election to the Congress does not give an individual 
subpoena power over whatever information he may happen 
to be interested in, and particularly not over trade 
secrets. . . . 

Id. at 593. See also, Ashland Oil, Inc . v. FTC, 548 F.2d 977 
(D.C. Cir. 1976) . Thus Exxon stands for the proposition that 
material protected by the Trade Secrets Act cannot be disclosed 
to individual Members of Congress outside of the committee or 
subcommittee setting. 7 We have reviewed Owens-Coming, and we do 
not believe that it overrules Exxon . In fact, we believe the 
Court's approval of the FTC's approach of distinguishing between 
"official" and "unofficial" Congressional requests, See Owens- 
Coming, 626 F.2d at 974, comports with Exxon, 

Finally, we disagree with your staff's assessment that 
Murphy allows you total access to privileged information, if not 
all information protectable under the FOIA. Murphy dealt 
exclusively with the question of whether an agency (in this 
instance the Army) had "waived" its right to protect privileged 
information under the FOIA because it had provided that 
information to a Member of Congress in his individual capacity. 
See 613 F.2d at 1155. Relying on the operation of the 
predecessor to present FOIA subsection (d) , 5 U.S.C. S 552(c), 
the D.C. Circuit refused to find "waiver," and held a disclosure 


7 Virtually every court that has considered the issue has 
found the Trade Secrets Act (TSA) and exemption (4) of the FOIA to 
be "coextensive." See, e.g,. General Elec . Co. v. MRC, 750 F.2d 
1394, 1402 (7th Cir. 1984). Exemption (4) protects "trade secrets 
and commercial or financial information obtained from a person 
(which is) privileged or confidential." 5 U.S.C. 5552(b)(4). It 
is clear that personal as well as corporate financial information 
is covered under exemption (4), See, e.g.. Rural Housing Alliance 
v. United States Department of Agriculture, 498 F.2d 73, 78 (D.C. 
Cir. 1974) (personal financial information derived from loan 
applications) . 
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of privilagad information to a Mambar of Congress, whether within 
the committee context or not, does not constitute waiver for the 
purposes of the FOIA. Id., at 1159. Consequently, to the extent 
Murphy may be interpreted to afford you access to otherwise 
exempt material, it is limited to protecting agencies that 
provide such information against later claims of waiver of 
privilege and not any record protectable under the FOIA. 

However, even this limited interpretation has been rejected 
by the United States Court of Appeals for the Eleventh Circuit, 
which held that an agency is protected against waiver only if the 
disclosure is " involuntary, " (i.e., being compelled to disclose 
the information either by subpoena or a threat of subpoena) . 
Florida House of Representatives v. United States Department of 
Commerce, 961 F.2d, 941, 946 (llth Cir. 1992). Inasmuch as 
individual Members of Congress do not have the ability to compel 
disclosure pursuant to subpoena, it is apparent that the Eleventh 
Circuit would distinguish between requests by individual Members 
of Congress and requests by a committee or subcommittee. 
Obviously, if disclosure of information to a party would 
constitute a waiver of privilege, it is axiomatic that the party 
does not have an automatic right of access. Because disclosure 
to you could constitute a waiver of privileges, we feel compelled 
to continue to assert the privileges in the face of a request for 
records by an individual Member of Congress. 


CONCLUSION 

The Minority Staff's Opihion has failed to persuade us that 
you have authority commensurate with that of a committee or 
committee chairman. Consequently, we must treat your request as 
seeking the records in your individual capacity. We are 
prohibited by statute from disclosing to an individual Member of 
Congress information which may be protected by the Privacy Act. 

5 U.S.C. S 552a(b) (9) • Similarly, we cannot disclose information 
of the type protected by FOIA exemption (4) and the Trade Secrets 
Act. Finally, because of the split between the D.C. Circuit (to 
the extent that Murphy affords you access to privileged 
information) , and the Eleventh Circuit regarding your access to 
privileged information, and in order to protect the privileged 
status of certain records, we must continue to take the position 
that we must withhold them. In sum, the case law refutes your 
staff's arguments that you, as an individual Member of Congress, 
are to be afforded any special status under the FOIA not afforded 
the general public. 

Application si FOIA ExsaBtisna 

Because we have concluded you are only entitled to 
information disclosable pursuant to the FOIA, we reviewed the 
records for which you were denied access and have determined they 
were appropriately withheld pursuant to Exemptions 4, 5, 6, 7(A), 
7(C) and 8. 
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Exemption, A 

Exemption (4) of the FOIA allows an agency to withhold from 
public disclosure "trade secrets and commercial or financial 
information obtained from a person and privileged or 
confidential." 5 U.S.C. S 552(b)(4). Where the submission of 
information to the government is voluntary, commercial and 
financial information is deemed to be confidential for purposes 
of exemption (4) if it would customarily not be disclosed to the 
public. Critical Mass Energy Project v. Nuclear Regulatory 
Commission , 975 F.2d 871, 879 (D.C. Cir. 1992 (an banc) cert, 
denied 113 S.Ct. 1579 (1993). 

Madison's customers voluntarily submitted their financial 
information to that institution by virtue of their voluntary 
decision to bank there. When the Federal Government intervened 
at Madison, it assumed the institution's position pertaining to 
the voluntary relationship. Consequently, financial information 
contained within transaction files now in the possession of the 
RTC was voluntarily submitted to the RTC, albeit indirectly. 

Bank customers do not customarily make their financial 
information voluntarily available to the general public. In 
fact, a bank's customers have a legitimate interest in keeping 
the non-public aspects of their financial transactions 
confidential. See, e.g.. In re Knoxville News-Sentinel , Company, 
Inc., 723 F. 2d 470, 477 (6th Cir. 1983) (non-FOIA case, documents 
sealed "to protect the privacy rights of borrowers who dealt with 
the bank") . 

We, therefore, conclude that actual records of a customer's 
transactions and references to those transactions in the Madison 
Guaranty Board of Director's Minutes, or on lists of Madison 
assets, were properly withheld pursuant to exemption (4). See 
Rural Housing Alliance v. United States Department ol 
Agriculture, 498 F.2d 73, 78 (D.C. Cir. 1974). 

Exemption 5 

Exemption 5 exempts from disclosure "inter-agency or intra- 
agency memorand[a] or letters which would not be available by law 
to a party ... in litigation with the agency." 5 U.S.C. S 
552(b)(5). Exemption (5) incorporates and includes within its 
scope the protection of documents that would not be available to 
a private party through discovery in civil litigation. United 
States v. Weber Aircraft Corp. , 465 U.S. 792 (1984); FTC v. 
Grolier Inc., 462 U.S. 19 (1983). In other words, documents 
which are privileged in civil discovery are vithholdable under 
Exemption 5. Three specific privileges are being asserted by the 
RTC with regard to the Gerrish Report, portions of those 
litigation files that Michael McGarry requested access to, and 
the identities of the seven files redacted from the Kansas City 
RLIS printout. Those privileges are the attorney-client 
privilege, the deliberative process privilege, and the attorney 
work-product privilege. 
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The attorney-client privilege protects confidential 
communications between an attorney and the attorney's client. 

Mead Data Cent., Inc. v. Department of the Air Force, 566 F.2d 
242, 252 (D.C. Cir. 1977). The Gerrish Report was an analysis of 
potentially illegal activity alleged at Madison Guaranty and was 
prepared for the institution by its attorney. As such, it 
clearly was protected by the attorney-client privilege at the 
time it was created. At the time the RTC assumed jurisdiction 
over Madison, it also assumed the client status. Since that 
document is still confidential, and contains communication 
between the attorney and the attorney's client, the RTC, the 
information is protectable by the privilege. Moreover, portions 
of litigation files that were withheld contain correspondence 
between the RTC and outside counsel which is similarly protected 
by this privilege. 

The attorney work-product privilege protects documents and 
other memoranda prepared by an attorney in anticipation of 
litigation. Hickman v. Taylor, 329 U.S. 495, 509-10 (1947); Fed. 
R. Civ. P. 26(b)(3). The purpose of the privilege is N to promote 
the adversary system by safeguarding the fruits of the attorney's 
trial preparations from discovery attempts of the opponent." 
United States v. American Telephone & Telegraph Co., 642 F. 2d 
1285, 1299 (D.C. Cir. 1980). In this particular case, the 
attorney work-product privilege is being used to withhold 
portions of the litigation files in Kansas City and the 
identities of those cases redacted on the RLIS printout. In the 
case of the litigation files, the documents consist of 
information reflective of the RTC' s litigation strategy. The 
fact the litigation may have been terminated does not limit the 
ability of the agency to invoke the privilege. FTC v. Grolier 
Inc., 462 U.S. 19, 28 (1983). In the case of the redacted 
matters on the RLIS printout, the RTC only redacted those matters 
that had not yet become public, e.g., litigation was being 
contemplated. Because such litigation had not yet become public, 
to disclose those matters at this time would undermine the 
adversarial litigation system. Accordingly, this information was 
properly withheld pursuant to the attorney work-product 
privilege. 

The final exemption being invoked is the deliberative 
process privilege. This privilege applies to documents that 
reflect deliberations which are part of an internal decision- 
making process. NLRB v. Sears, Roebuck 6 Co., 421 U.S. 132 % 
(1975). To be protected, a document must be pre-decisional or 
generated before the adoption of an agency policy or decision. 
Coastal States Gas Corp . v. Department of Energy, 617 F.2d 854 
(D.c. cir. 1980). In this particular case, documents located in 
the Kansas City litigation files clearly reflect the decisional 
process regarding how to proceed with the litigation. 

Accordingly, they are protected by the deliberative process. 
Similarly, the Gerrish Report consists of advice and 
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recommendations pertaining to activities in Madison which the RTC 
has included in its decisional process on how to proceed in this 
matter . 

Exemption-^ 

Exemption 6 was the basis for withholding information 
pertaining to individual financial records (e.g., loan or deposit 
information) of customers of Madison, salaries of employees of 
Madison Guaranty, and constituent names on Congressional 
correspondence pertaining to Madison. 

FOIA exemption (6) allows an agency to withhold all 
information about individuals in "personnel and medical files and 
similar files" where the disclosure of such information "would 
constitute a clearly unwarranted invasion of personal privacy." 

5 U.S.C. S 552(b)(6). In making this determination, the 
individual's privacy interests are balanced against the public's 
interest in having the information disclosed. The threshold 
requirement of exemption (6), that information be contained in a 
personnel, medical, or similar file, has been construed by the 
Supreme Court to extend the coverage of the exemption to any 
agency records containing information about a particular 
individual that can be identified as applying to that individual. 
Department of State v. Washington Post Co., 456 U.S. 595 (1982). 

Moreover, in analyzing privacy interests, the Supreme Court 
has held that disclosure depends upon the nature of the requested 
documents and its relatidnship to the central purpose of the 
FOIA, which is to expose to public scrutiny 

[o]fficial information that sheds light on an agency's 
performance of its statutory duties. That purpose, 
however, is not fostered by disclosure of information 
about private citizens that is accumulated in varipus 
Governmental files but that reveals little or nothing 
about an agency's own conduct. 

Department of Justice v. Reporters Committee for Freedom of the 
Press, 489 U.S. 749, 772 (1989). 

To the extent you have requested access to an individual's 
personal banking records or documents that reflect such 
information, we find such records do not shed "light on the 
[RTC's] performance of its statutory duty." The actual banking 
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records themselves "reveal little or nothing about [the RTC's] 
own conduct."* Accordingly, this information was properly 
withheld pursuant to exemption (6) .’ 

Thus we conclude that actual transaction files of persons 
who were customers of Madison Guaranty and references to those 
individuals' transactions in the Madison Guaranty Board of 
Director's Minutes or in various asset inventories (document no. 
622), are exempt from disclosure under exemption (6), inasmuch as 
disclosure of an individual's financial records would constitute 
a clearly unwarranted intrusion into those individuals' personal 
privacy. See, e.g., National Ass'n of Retired Federal Employees 
v . Horner , 879 F.2d 873, 875 (D.C. Cir. 1989), cert, denied, 

494 U.S. 1078 (1990). 

In regard to the salaries of Madison employees listed in the 
Bidders Information Package, this information was also properly 
withheld pursuant to exemption 6. As the D.C. Circuit noted, a 
person's privacy interest is significant when the individual's 
name is associated with financial information. Id. An 
individual's income level is quintessentially protected under 
exemption 6. See , e.g., Public Citizen, Inc. v. FTC, Civ. No. 
92-0010, slip op. at 8 (D.D.C. Mar. 19, 1993) (identities of 
those individuals who applied for affordable housing are 


* To the extent an individual's banking records have been 
utilized by RTC investigations, that information would be withheld 
if it were incorporated in investigatory files, which at this point 
the RTC would neither confirm or deny, pursuant to Exemption 7(C), 
5 U.C.S. §552 (b) (7) (C) , which allows records compiled for law 
enforcement purposes to be withheld if production of such records 
"could reasonably be expected to constitute an unwarranted invasion 
of personal privacy." See, e.g., Fitzgibbon v. CIA, 911 F.2d 755, 
767 (D.C. Cir. 1990) ("the mention of an individual's name in a law 
enforcement file will engender comment and speculation and carry a 
stigmatizing connotation") . Such information, if it were 
incorporated into investigatory files, would also be properly 
withheld pursuant to Exemption 7(A) (see the Exemption 7(A) 
discussion) . 

9 To the extent that you are seeking access to public 
information that may be located in individuals' banking files 
(e.g., recorded deeds, etc), the Supreme Court squarely addressed 
this issue several years ago in Reporters Committee when it stated 
that substantial privacy interests can exist even though the 
information has been made available at some time at some 
undisclosed location. As the Court noted, if this practically 
obscure information "were 'freely available' there would be no 
reason to invoke the FOIA to obtain access to" it. Department of 
Justice v. Reporters Committee for Freedom of the Press, 489 U.S. 
749, 764 (1989). Accordingly, public information in an 
individual's banking files may properly be withheld pursuant to 
Exemption 6. 
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vithholdable because they would be linked to income levels) . 
Accordingly/ the salaries of Hadison employees were properly 
withheld. 

In regard to the identities of the constituents on 
Congressional correspondence, they also were properly withheld 
pursuant to Exemption 6. The nature of a constituent request is 
ordinarily seeking assistance, and many constituents recount 
personal financial hardships or other circumstances in their 
communication. In Holy Spirit Association v. Department of 
State, the District Court of the Southern District of New York 
found a privacy interest in a similar batch of letters between 
constituents and their United States Senators. In weighing the 
public interest in disclosure against the privacy interest of the 
individual, the Court resolved the balancing test in favor of the 
individual stating: 

[t]he Court is unable to discover how the disclosure of 
particular names could contribute significantly to any 
legitimate public purpose. On the contrary, there is a 
strong public interest in encouraging citizens to 
communicate their concerns regarding their communities 
to their elected representatives. Public disclosure of 
their identities would have the opposite result of 
discouraging such communication. 

526 F. Supp. 1022, 1034 {S.D.N.Y. 1981). 

In order to continue to protect the privacy of the 
individual constituents, their names and other identifying 
information were properly withheld pursuant to Exemption 6. 


Exemption 7(K) 

Exemption 7 (A) authorizes the withholding of "records or 
information compiled for law enforcement purposes, but only to 
the extent that production of such law enforcement records or 
information .... could reasonably be expected to interfere 
with enforcement proceedings." 5 U.S.C. S 552(b)(7)(A). Harm to 
law enforcement proceedings does not have to be based upon a 
document-by-document assessment, instead it can be made 
generically, based on the type of record requested. NLRB v. 
Robbins Tire 6 Rubber Co ., 437 U.S. 214, 236 (1978). 

It has long been accepted by Courts that Exemption 7(A) was 
intended to apply "whenever the government's case in court would 
be harmed by the premature release of evidence or information," 
Id., at 232, or where disclosure would in some fashion impede any 
necessary investigation prior to the actual enforcement 
proceeding. See, e.g., Dickerson v. Department of Justice , 

942 F.2d 1426, 1429 (6th Cir. 1993). As you well know, 
investigations into Madison-related matters are being undertaken 
by both the RTC and the Office of the Special Counsel. To 
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prematurely disclose the RTC's investigatory files and possible 
criminal referrals made by the RTC to the Department of Justice 
will obviously interfere with those investigations. To make such 
premature disclosures could reveal evidence and strategy in the 
government's case, see, e.g.. Manna v. United States Department 
of Justice, 815 F. Supp. 798, 808 (D.N.J. 1993), or allow targets 
to suppress or fabricate evidence, see, e.g., Alyeska Pipeline 
Serv. Co. v. BPA, 856 F.2d 309, 312 (D.C. Cir. 1988). Similarly, 
to disclose the minutes of the Board of Directors of Madison 
Financial, a subsidiary of Madison Guaranty, or the Gerrish 
Report could reasonably be expected at this time to interfere 
with those ongoing investigations. 

Accordingly, the RTC investigatory files (which include PLS 
files) , the minutes of the Board of Directors of Madison 
Financial Corporation, and the Gerrish Report have been properly 
withheld pursuant to Exemption 7 (A) . 

Exemption 8 

Your staff had indicated that the Federal Home Loan Bank 
Board's examination reports of Madison Guaranty were of interest 
to you. Inasmuch as the Office of Thrift Supervision is the 
successor to the Bank Board, the request for those records should 
properly be directed to that agency. To the extent the RTC has 
such records in its possession, and because OTS has not decided 
to disclose those records, they are being withheld pursuant to 
Exemption 8. 

Exemption 8 of the FOIA authorizes the withholding of 
information "contained in or related to examination, operating or 
condition reports prepared by, on behalf of, or for the use of an 
agency responsible for the regulation or supervision of financial 
institutions." 6 U.S.C. S 552(b)(8). Exemption 8 has been 
broadly interpreted, see, e.g., McCullough v. FDIC, 1 GDS 
5 80,194 at 80,495 (D.D.C. 1980), and does not cease operation 
because the institution is no longer in business. Gregory v. 

FDIC , 631 F.2d 896, 899 (D.C. Cir. 1980). Accordingly, all 
examination reports are properly withheld pursuant to 
Exemption 8 . 


Conclusion 

For the foregoing reasons, your appeal is denied. This is 
the final determination on your appeal to the RTC. You have the 
right to obtain judicial review of this decision in the United 
States District Court for the District in which you reside or 
have your principal place of business, in the United States 
District Court for the District of Columbia, which is where some 
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of the records you seek are located, or in the Western District 
of Missouri, which is where other records you seek are located. 

5 U.S.C. s 553(a) (4) (B) . 

Sincerely, 

James Barker 
Acting Deputy General Counsel 

Enclosures 
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fectly normal and correct handling of the 
matter. No taxable event occurred what* i 
soever.” says New York tax lawyer Mark i 
Weinstein. 

As evidence of the deal’s all-around i 
fishiness, the story claimed that the Gin* « 
tons and McDougals had actually “sold” ! 
the 230 acres to Whitewater Develop* i 
ment Corporation — that is. to them* = 
selves — in 1979. According to Time, i 
Whitewater itself had borrowed money to 
affect the purchase. Specifically, the story i 
claimed that Whitewater used a S 1 82.6 1 1 : 
loan from Citizens Bank & Trust of Rip* i 
pin, Arkansas — an even smaller Ozark vil- i 
lage than Yellville. But when I checked i 
with lames N. Patterson, the head of Citi* i 
zens Bank & Trust at the time, he told me : 
that his bank never made such a loan to j 
Whitewater while he was there. i 

Patterson does acknowledge that Citi* i 
zens Bank & Trust issued a SI 82,6 II 
mortgage encumbering the 230 acres in ; 
question. But the mortgage had. in fact, ; 
been issued more than a year earlier — in 
1978 — to the Clintons and McDougals i 
personally, who had used it to buy the ! 
property in the first place. When the prop- 1 
erty was moved over to Whitewater Dc* i 
veiopment. the $182.61 1 loan went with I 
it — leaving the Clintons and McDougals I 
still on the hook to make the payments if ! 
Whitewater should fail to do so. j 

None of this means that Bill and Hillary 
Clinton s Ozark business affairs can pass i 
the white glove test. Land deals in the I 
Ozarks conjure images of back-scratching j 
men in shirtsleeves and suspenders, put- i 
ting together projects with names like i 
“Tears of the Gods Vacation Ranchettes.” 
Any reporter with a nose for news can i 
smell a story in such circumstances. 

Investigative journalist lames Ring Ad- i 
ams. author of two well-regarded books i 
on bank fraud, has come up with some i 
canceled checks. He says they suggest i 
that Clinton’s business partner. McDou- i 
gal, may have been looking the other way | 
when an S&L he ran — Madison Guaran- i 
ty — permitted more than $400,000 in i 
checking-account overdrafts. Adams says j 
several of these overdrafts coincided with t 
Arkansas political fund-raising efforts for i 
Clinton. No direct evidence ties these i 
overdrafts to Clinton. Folks at the right- 
leaning American Spectator say that a sto- i 
iy by Adams on all this is scheduled to ap- | 
pear in the magazine's February issue. 

In sum, what is there to say but here’s 1 
hoping others in the media learn from i 
Time's mistake? Overreaching by the i 
press is what gave Bobby Ray Inman the I 
excuse he needed to sound righteous at | 
his “1 quit” press conference last week. A : 
few more episodes like last week’s Time \ 
gaffe, and it could turn out to be just what I 
Bill Clinton needs to discredit all press i 
coverage of the Whitewater affair and get 
the pesky scandal behind him once and i 
for all. ■■ i 
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of media 
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WHITEWATER 


of facts and documents on Whitewater and pack- 
aged it all to catch the attention of the press and to 
restokc the story whenever it threatened to die 
down. 

Boasie and Brown have been briefing people 
since October — “the top fifty major publications, 
networks, and editorial boards," Bosste says. 
“We’ve provided the same material on the Hill 
both on the House and Senate side." An equal 
opportunity source. Bossie says he would gladly 
provide documents to Democrats, but they haven't 
asked. 

Francis Shane, publisher of Citizens United’s 
newsletter. ClintonWatch. hesitates to say exactly 
whom they’ve worked with — “We don’t particu- 
larly like to pinpoint people" — but he does say, 
"We have worked closer with The New York 
Times than The Washington Times.” Jeff Gerth. 
The New York Times's chief reporter on 
Whitewater, hesitated to talk on the record. He 
did say. “If Citizens United has some document 
that’s relevant. 1 take n. 1 check it out like any- 
thing else." 

Most of the information is found in five thick 
packets stacked up around the Citizens United 
offices, four of them neatly bound and bearing the 
Citizens United emblem -an eagie and a flag- 
on the front. Them’s the volume titled “Arkansas 
Bond Deals with Stephens Inc.." which, among 
other things, details the potential problems Citizens 
United perceives with a 1989 Arkansas Student 
Loan Association bond issue. “Truly there are 
many areas of this issue which need further investi- 
gation." the volume points out. Bossie himself 
rays. “They were making s weethe a rt deals through 
bonds." and then he adds. “The ones working on 
this are Money magazine and The Bond Buyer.” A 
second volume coven Bill and Hillary Rodham 
Qlnttn’s tax returns from 1980 through 1990; a 
third details lawsuits involving Junes McDougal; s 
fourth is s collection of real estate abstracts; and s 
fifth is a package tided “Whitewater Do cum e n t s ." 
which contains an assortment of deeds, mortgages. 
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checks, letters, reports, balance sheets, and press 
releases. Citizens United has also compiled an 
eighteen-page list of “Criminal natu re s relating to 
potential Whitewater Crimes." complete with legal 


ClintonWatch . a newsletter dedicated to 
“Proving Character Does Count in a President." Is 
sent to all media and contains tales and tidbits that 
have found their way into the naaon’s news. The 
organization's official newsletter. Citizens 
Agenda, sent to its 11.000 subscribers periodical- 
ly. offers a morsel or two and boasts about the 
group's success in siccing the media on to the 
Whitewater story. Citizens United’s newest Infor- 
mation effort is a Whitewater Fax Bulletin . also 
called ClintonWatch . which is fed to the media 
almost daily. "Nobody seems to have all the 
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“Everything 
Hale has 
done [with 
the media] 
has gone 
through us,” 
says Clinton- 
Watck’s 
publisher 


» 


answers, bat by sharing oar information with 


- We a 

day," Brawn said in launching h» new fax service 
in early March. One of the first Fax Bulletins was 
aimed at storing up interest m Lot 7, which Boasie 
had told me was the next big story. 

The March 1994 issue of CUntonWatch character- 
ised the organization's impact on Whitewater 
press coverage this way: “We here at 
ClintonWatch have been working day and night 
with the major news media to help them get the 
word out about the Clintons and their questionable 
dealings in Whitewater and Madison Guaranty." 
Of coarse. Citizens United is not the only warae 
of information on Whitewater. And reputable 
reporters do their own digging and doublecheck- 
inf. Still, aa ejuminarion of some 200 news sto- 
ries from the major news outlets aired or published 
shim November shows an eerie similarity between 
the Gtizens United agenda and what has been 
ap p ea r ing in the press, not only in terms of specif- 
ic details but in terms of omissions, spin, and 
impli c ati o n . Here are four cases in point. 

David Hale talks 

Gtizens United takes full credit for blowing the 
Whitewater story- wide open with what it calls 


with Arkansas Municipal Judge David Hale." 
Hale, who owned Capital M anagem ent Services, a 
Small Business Administration approved lending 
company, claims he was pressed by then Governor 
Clinton to make a loan of $300,000 to Susan 
MeDougai. one of the Clintons ’• Whitewtser part- 
ners. who. he said, did not qualify. Part of this 
loan allegedly found its way into the cof fers of the 
Whitewater Development Cotp. 

The November 1993 issue of ClintonWatch 
reco unts much of what Hale told Brown in a fea- 
ture called "Qinton Fingered in Loan Cover-Up." 
As that issue was making its way to the news 
desks of the nation's media. Gtizens United began 
arranging interviews far Hale with various news 
organizations. “Everything Hale baa done [with 
the medial has gone through us," Shane told me. 

On November 2 The New York Times and The 
Washington Post broke the Hale story. Both deny 
that Brown was the aourae. “Mr. Hale aw awad tat 
in terv i ew s with repottere." that Clinton had penoo- 
ally pressed him to make the $300400 Iota, the 
Times article said. A few days later The 
W ashingt on Timet feat ored in ha news c ohunm a 
copy of the $300,000 ch e c k payable to Susan 
MeDougai end signad by Halo. That check is in 
Book’s Whitewamr document collection labeled 
exhibit “B-l.” 

Over the next several weeks, virtually ail of the 


major media earned Hale's version of the t 
bat few looked into his political «. 
n e ct i ons . his motives, or his credibility. M 
refe r red to interviews they had had with Hale t 
self. On November 7, for example, the - 
Angeles Times said. M In a series of intervie 
Hale provided this accoun t On November 
NBC reported: “Now this man. a former U 
judge under indictment on an unrelated case, 
told NBC News The November 13 Issut 
Newsweek mentioned a “telephone intervk 
with Hale. On December 15. ABCs World N 
Tonight noted. This is David Hale, until tccei 
a Lisle Rock investor 

Hillary teaks power of attorney 
la the same story that featured the $300400 cbe 
The Washington Times lobbed another grenade 
printed a copy of a letter Hillary Clinion wroat 
MeDougai on November 28, 1988. asking 
power of a ttorn e y over Whitewater matters. 
Times portrayed the letter as proof that, des; 
their di sclaim er s , the Clintons were active m 
man a gemen t of Whitewater. 

The letter filtered through the press. In Janet 
USA Today credited The Washington Tima's < 
damn with keeping the Whitewater issue aii 
tod The Wall Street Journal in a March 18 » 
on the "scrappy 12-year-old broadsheet” noted 
paper's power*of-attoraey "scoop." A Ne: 


show the Clintons were more than passi 
in Whitewmen a few amplified the fee 
The Boston Globs, for example, reported ti 
Hiltary Qinton obtained the power of attorn 
USA Today noted, comedy, drat the didn't T 
letter raaking power of attorney is in the CUizt 
United file aa exhibit "K-l." 

The feet that Hillary Clinton asked for power 
sttamsy in 1988 is intriguing, but does H prove t 
CUntons's long-standing in volv e ment? Or cot 
there have been other explanations? For examp 
was McDocgaL who had experi en ced health pre 
lems. incapable of cleaning up the me 


Newswesh't February 7 Issue revealed th. 
Sheffield Nelson, a Little Rock attorney wheV 
against Clinton for g overno r in 1990. had tap 


quoted aa saying, T could sink [the claim of 
$69400] low quicker than they could lie about 
._ And Bill Qinton knows it." Newsweek said t 


had been “authenticated" by Nelson. Sever 
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newspaper* picked up Newsweek’ s findings. 

Two weeks liter Represenutivc Jim Leach, the 
ranking Republican on the House Banking 
Committee, handed to the press additional por- 
tions of the Sheffield Nelson tapes — giving the 
“sink and lie” quote even wider circulation. The 
Los Angeles Times in a story crediting Leach with 
release of the tapes did note that a portion of 
Nelson * interview with McDougal “was prevtous- 


Silverman was quoted as saying the incident was i 
the result of “aggressive journalism.'’ noting that 
Bossie was in Arkansas ‘for another aspect of I 
NBC's investigation" into Whitewater. Silverman i 
says. "I talk to them [Citizens United] along with 
everyone else. Back in October and November it 
was difficult to develop sources.” He added that 
early on Bossie provided sources. 

The only reporter who acknowledged a connec- 



ly provided to some reporters by sources who 
asked not to be identified.” 

CNN picked up the story, named Leach as the 
source of the tapes, and a ted “new evidence resur- 
recting some of the most serious questions about 
President Clinton's role in the Whitewater contro- 
versy." CNN showed viewers a S6.300 
Whitewater check for payment of a mortgage 
taken out by Hillary Clinton, which it said 
"appears to back up at least pan of the McDougal 
tape.” but did not explain how. Nowhere in the 
broadcast did CNN demystify the implied connec- 
tion between the mongage payment and 
McDougal's taped statement- (Exhibit ”J-9” in the 
Citizens United collection shows s “Whitewtter 
Development Co. check #130. reflecting a 
S6.361.63 interest payment on H. Rodham. 
#23039.*) 

NBC waited until mid-March to do its version 
of the Nelson tape, which it said “NBC News has 
obtained.” It. too. gave prominence to the “sink 
and lie" quote. But NBC used a different check to 
back up McDougal’s allegation on the tape, that 
the Clintons did not lose money on Whitewater. 
NBC said that among the CUntons's losses for 
1982 was a check for S20.744. NBC noted that the 
White House said the money was for repayment of 
a White water-related loan. On camera. McDougal 
said the check was re payment for a personal loan. 
(Exhibit J-4 in the Bossie Whitewater collection 
notes: “Bill Clinton check #621 for J20.744.63 to 
Madison Bank & Trust noted as repayment of 
note.” ABC had shown the same check five weeks 
earlier.) 

In his press conference at the end of March. 
Clinton admitted the check was not a Whitewater 
loss, but a loan, which ha bad forgotten about, 
taken out to help his mother buy a cabin. 

Was Citizens United a source far NBC’s piece? 
CUntonWatch publisher Shane says only. “We 
have a close relationship with them. We've 
worked with ail the networks. Ira (producer Ira 
Silverman] docs a good job.” An incident r e potted 
in the Arkansas Democrat-Gaunt reveals how 
close that relationship is. in January, the paper 
said that former Arkansas Securities 
Commissioner Beverly Bassett Schaffer accused 
Bossie and an NBC c*«w of ambushing her out- 
side her office and then stalking her after «hc 
refused to grant an on-camera interview. 


tion between Citizens United and the tape was 


John Aloysius Farrell of the The Boston Globe. 
who reported that conservative activist Floyd 
Brown “is up to his old tricks .... This week Brown 
released a typical nugget to the press: a tape of a 
spring 1992 visit by Clinton s partner in 
Whitewater Development Co.. James McDougal. 
to the law offices of GOP attorney Sheffield 
Nelson." 

Vine* Foster solicits the FDIC 
In 1989. Vince Foster wrote to the FDIC seeking 
legal work for the Rose law firm from the govern- 
ment. which was beginning to clean up the savings 
and loan mess. The government was trying to 
recoup some of its losses by suing Frost & Co- a 
Little Rock accounting firm that had been hired by 
the state to examine the books of Madison 
Guaranty. The government contended that Frost 
had issued a misleading report about Madison's 
financial condition. In hi* letter. Foster said the 
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Stories were 

peppered 

with such 

phrases as 

“eyebrows 

are raised,” 

“questions 

persist,” 

“scandalous 

odors" 


flm dou dm represent any winii ud loan. at. Wn StSn referred to FDtC iamagnc 
aUxmgli the firm apparently had previously rape* u "whitewashen.~ Republicans prevailed oa ti 
sestad Madison Guaranty, a potential conflict of FDIC to reopen the case, 
interest. Rose got the job. 

Th* Washington Post, citing FDIC records. Back in October. ClintonWateh exhorted it 
broke the story of Foster's letter on November 3. Washington news to “end «*i**ir endles s be: 
three and a half months after his suicide. It was bling about Cameiot and get down to the buxine: 
picked up later that month by The Washington of investigating the legal. and moral shor 
Times and publications covering the thrift indu s- comings of the «rim^«»«frwin»i ” 
try. The Wall Street Journal mentioned it in a mid* Whitewater is about ch ara cter, publisher Fir 

December editorial. Shane tells me. ‘The American people have elec 

But it wasn't until eariy Jtnutry, after Citizens ed a president with 43 perce nt of the voce. He is 
United featured Foster's letter in ClintonWateh. man of no character. He may have to idl the pet 
that it received prominent play in the media. The pie be didn't come clean. We’re saying Bi 
newsletter said that ths Rom firm bad Qimon may not be worth savins.” 

S60 million suit against Frost for SI million and Many news organizations explain the impo 
then “billed the government $400,000 for its non- tanee of W hite water in similar terms. Tike Tim 
Me." It a lso e m ph a sized a point The Washington for insta n ce. In a January 24 story laced with re 
Post had made in pass i ng It quoted from Foster’s e re n o w to documents that also ap pe a r in Boesie 
letter: "ttjhe firm does not represen t any savings W hi tew at er collection, the magMitw pronounce 
andtoan association in state or federal regulatory that “the investigation concerns the much largt 
miners.” but added this embellishment: “(note the issue of whether a President and First Lady can l 
use of the present — not the past — tense).” trusted to obey the law and tell the truth." 

Firen January 1 to the end of March, twenty- The d an ge r issue can be turned on (he pres 
three news organirariom reform! to tbs Foster leaer winch has shamelessly taken the bsnd-outs dishe 
I — more tei triple the number dot picked up the up by e highly partisan organization, with re* 
swry after the November 3 Wa shing to n Fore piece, enues of more than S2 million a year, withoi 
Many, in c lu d ing The Atlanta Journal-Constitution . identifying the group as the source of their info 
The Dallas Morning News, The Arizona Republic, m a rital 

and The Boston Globe, meutioaed the S400JXJ0 Cse Of coarse, journalists get lends and d oc umen 

highlighted in ClintonWateh. Newsday, on January from ail kinds of sources, savory and otharwts 
16. called at t e ntion to Foster’s use of the present Then the good journalist gow on to cortoboret 
ttnaiahis isCMr. amplify, and analyxs ths frets, and judge wbsth 

AHof the surveyed papers quoted the same por- Fag A really dom connect to Fact B. Those d 
don of Foster's letter. Only ths Minneapolis Star meets were mis s in g from most of tbs pieces v 
Tribune gave the letter t fuller presentation. It ex a min ed 

added rids from the letter “ ... while there may be Soma storm did point out that no crimes and r 
individual tmsacdoos or situations where a con- ilkgaUtlw had besn coomwsri Often they neve 
flict of interest would arise, we believe that the thries s want on to string together assorted fret 
firm would not be ethically disqualified from serv- without ths co on ec tire tissue, instead, the store 
ing a fee counsel." The paper goes an to point out were pep p ere d with such phresw a "those tore 
that Foster docs not menbon Rom’s pest involve* viewed also wonder aloud," "eyebrows a. 
mot with Marti ton. rai se d. " "questions persist." "scandalous odors 

Ths Star Tribune story was only oos of two sto> and "ethically suspect sweetheart deal." Th 
ries during that period that we found which ap proa ch lad the effect of implying guilt by hm 
brought soma balance to the chHfts fiying about end* The bigger the pile, the gutter the Oimos 
Ac Clintons, and to question what the ftm was all ram be. 

about. The other was a Jammy 31 Business Week Aacf dm writing in esrty April, it appeared* 
story. Which pointed out that the “Wttwwaiar case C i tizens United was still conducting outreach, 
could end with e whimper, urn a bang," because. briefi ng led by Floyd Brown for the Wuhmgcc 
among other re as o ns , the g over nm e nt has already preas corps was held a the National Press Club < 
Investigated many of the dealings of James Match 13 “ to discu s s inf or mat ion and document 
M c Dcatgel and come up empty handed, a point dm don regarding W hi t s w st s r ." According to Shar 
ri w uld have besn mads m other stories. (Receady, the exp e rie n ce was hka "trying to explain it to t 
the Chicago Tribune sad The Wall Street Journal le e ming disabled." Apparently, though, adze 
featured stories exploring dm Ink between Bosrio United was getting through. The next day t 
and Brown and the Wh i tew a ter s ex y. ) Arkansas Democrat-Gazette reported that Bro* 

In mid-February, the FDIC cleared the Rom law handed o ut a "treasure trove of Infonnarioo" 
firm of conflig of in terest m the ftow A Ca mat- reporters, “who grabbed (ham op like goodies." 


I5\9* 
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What Is First International? 


ring s. . *:t< *« r:: - . - 

._i:tc*a m ixiKinsr mi-* i:v 
a :;-iiiimic;ir.s. ...aging :: •'.! 

;<•»*>** •••lames linker. :i::m»*nn^ ... 
..«* wane about tin* .<*a/.c i.idor. 

. ms out now mar tin* Ueiiuxrntsaii* 
in* ones name in ••xecutive-nranrn 
unotisines. mey re toss interested in 
.uiswenng reasonable miesiinns about 
their own interests. That so lar has 
been t.-.e experience m ti()P Ren. 
William Clineer. wno's been trying to 
deconstruct me complex business in* 
'crests Ron Brown, me Beltway 
•vneeler-ni'aler appointed Commerce 
Secretary. 

So lar Mr. Brown has essentially 
Monewaiiwl pome but pointed— did 
we think reasonable-questions irom 
Rep. Ciinger. ranking Reouoiican on 
ibe Government operations Commit- 
tee. Reo. ciinger is concerned that 
Mr. Brown may have a imssible run* 
slice ot interest because m his boldines 
m telecommunications companies at 
lie same tune mat 
:lte Commerce De- 
partment is taking 
a lead rote in build- 
ing the • informa- 
tion -uperhigh- 
way." 

< >n Feb. in. Reo. 

ciinecr -at Mr. 

Brown a letter ask- 
ing lor :ull and 
complete tmblic dis- 
closure "i his tele- 
com holdings. lie didn't alleee a cun* 
Hict. but asked for more miormation. 
••speciallv about two ol Mr. Brown’s 

• omnanies. Harmon International and 
First International Communications 
Corp. 

Harmon leases e<|tiipmem to I'V 
i lianncl .hi iii Washington. Accnniine 
in Mr. Brown s imannai disclosure 
Mutcmcnt. the company worm 
- I.'i.IHNI In ' n.iHMI. IlKUIlMl lie claims lie 
leaves n<i income in>m u. t'iiannei 
•u's former owner was Nolanda Hill, a 
'frown mend. She nought the Wash- 
aigton. U.C.. .nation with a vj, million 
nan iium simbelt Savings \ Loan 
down in Texas, which turned out to he 

• >ne ot the must comint uistitutiotis m 
Hie SvVL tiasco. As i he Washington 
Host has previoiislv reported. Ms. Hill 
■letaulied on mat loan, msting tax- 
payers vi:: million. But that didn't stop 
her at Hie nine irom donating some 
'?7..S‘!"i in ihe Democratic I'artv. iiu-n 
. tiaired uv i; m Brown. 

The C!i:;*.un White House grunted 
.tr. Brown 'ethics waiver, winch 
nows mm • it.irncinaie m imiu-v 
natters mat would alien Harmon, me 
rV-eoumment leaser. But reran how 
Bush White House Counsel C. Bovden 
i hey had in -uvest limisell <»i broad- 
casting Holdings, as did other Repub- 
lican niiiciats. sometimes at a sub- 
stantial loss. Jim Baker nad to unload 
iiank slocks wnen tie was Treasurv 
Secretary. Indeed, in urevimis admin- 
istrations. eimcs waivers nave seldom 
wen granted and almost never i<>r 
someone wim .is direct an interest as 
Mr. Brown lias. 



'.Vim Hnnm 


-*S „-■*>! :• r “• !, vn . - 

wnc« i,;:is.t- -K-* ;; 

, sl '-iDstaiiua: 

•iv i" .meet t:*.-. - integrity •av -ec 
••* to me government. • > l 
,. sl Milan, v.tiv does new. nut 
itmue running mo <••■noa.iv exen 


e m oiuce.' 


Brown, the secretary s son. and-oi 
.1 tieonie- Nolanda Hill. But until re- 
-ntlv Ms. Hill was still employed at 
> liannel an. What this in eifect means 
. s that she may nave been leasing 
•uupment to herself, for the benent of 
crseil ana Ron Brown. This at least 
•*serves an explanation. 

We now come to First International 
•unmumcations Corp.-the biggest 
uvstery ot all. Mr. Brown s financial 
asdosure statement lists this firm as 
ms biggest asset, valued at sJOO.OOO to 

• i million, uiouen it's not evident that 
•ir ever mu any money into it. First In- 
••mational has been run nut of the 
ime nttice as Corridor Broadcasting. 

••*.p Nolanda Hill company that used to 
wn Channel :m. 

Hie only description Mr. Brown ot- 
vrs ot this nnvntelv held company is 

hat it •provides international and do- 

uesiic ronsulting and investment ser- 
*res. Mr. Brown won t say who First 
international ( ommunications 

• nents are or what exactly it does. In 
resnonse to Rep. dingers query on 
bus nnint. a Brown aide wrote back an 
mnost comical non-reply: ”The Sec- 
:**f;irv s sole financial interest in this 
-utitv is that lie owns an equity inter- 

■ M. 

■'••rhaps Mr. Brown minks that he 
aiesn t have to he more forthcoming 
i*caiise lie pledged to recuse lumself 
rom matters that aiieci First Inter- 
-.auonai. But lus recusal is verv nar- 
>>wiv worded: lie promises not to an 
•u matters .meeting an industry 
'.•nor in which he or ms wue hold 
. iinancial stake. The wording mi- 

■ ues that lie tloesn i recuse lumselt 
: mil ail telecommunications matters. 
•iiiv tliose that would directly benent 
urn. Iii practice, tins is an unnossi- 
Me distinction to draw. Moreover. 
Mr. Brown s wile is a ion executive 
vith Albimar (ommunications. 

inch owns WKYS-FM in Washing- 
■‘U i Mr. Brown also owns a Make in 
xihiman. 

I'oes this mean that Hie Secretary 
■n t s»e involved in oouev aoeeting 

• auo si. iimns mu will hi* involved in 
.ole regulation.' Waal about noiicv 
■.'aiding TV stations, one m which 

Miirectiv iienetits i.iin.* '.Vith Hie 
•lecommnmcatioos revolution upon 
.s. me lmi*s between industry see- 
■ <rs ' blur. i 


- 3 " 


:-. a;;;;:-*s .meeting First tr.vn 
a n —less uraess lie miotic:*.' c. 
>es ii;.* •moanvs * nents. . 
e nmv wav me niiolic can me 
aether r.e > living up to Ins promt: 

;; -.vas tor tv.is veiy reason mat. tmn 
ais continuation process. he oau 
■ iisciose ms ia\v orm s clients: cut 
Senator botnerea to ask him am 
First International. 

Now mat Rep. Ciinger is asw 
questions, me Commerce secretary 
:ieme evasive on this and other tma 
nai matters. Alter me initial non-i 
aiv irom Mr. Brown s Commerce an 
Mr. Clineer sent a toilow-up letter 
Marcn 22 asking tor a tuller accoui 
mg by Apnl 1. Mr. Brown so tar hast 
bothered to reply. His aide's prevto 
letter suggested waiting until May 
when the Commerce secretary ts i 
qiured to tile his annual iinancial d 
closure report, but it's not clear nt 
uuen intormation that report will a 
Minor wnen it will be made public, 
mrpnses me verv muen mat tnev 
Monewalling. Rep- ^linger says, 
raises my level of skepticism. 
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Fiske adds 2 lawyers 
in Whitewater probe 


:•/ jerrv s-aoer 

■z mmhmoton TIM* s 


Special counsel Hoben B. Fiske 
Jr. yesterday announceu tne ap- 
pointment ot two additional law- 
yers to his Whitewater- Madison 
'.ask force, adding that he mient 
increase ms statf in the near iu- 
ture ov "one or two additional at- 
torneys. ’ 

The announcement brings to 10 
the number ot lawyers Mr. Fiske 
has hired, along with a team ot 25 
FBI agents and financial experts. 

Meanwnile. in a related matter. 
Senate Republicans vesterdav 
asked first ladv Hillarv Rodham 
Clinton to let the Chicago Mercan- 
tile Exchange release ner com- 
modity trading records. The Chi- 
cago exchange nas said it has 


iwny ot tne tirst lady's record! 
huthas retuseo to release them 
J 1 ?* ne "?« 1 ,ske appointee! 
are James h. Reeves, a partner ir 
the law firm ot Ward & Reeves m 

&2SS™ U * * v, ° and Ga bnelU 
wftkihouin. an associate at the 
Boston law tirm ot Hale Ot Dorr. 

Thev join eiuht lawyers named 
tn February, including six rormei 
lederal and state prosecutors an 
chored bv Mr Fiske. a tormer C S 
attorney in New Wk: Roderick C 
lankier, a former assistant district 
ittornev in New Vork: and Russell 
Rusty Hardin Jr. an assistant 
district attome\’ m Houston and 
lormer Texas Mate Prosecutor ot 
the Year in 1989 

Mr. Reeves, who will work out of 
me uttle Rock oificc. is a 1948 
graduate ot the University or Mis- 


-uun ana a 1951 graduate ot the 
University of Missouri Law 
School. He has been assigned to 
handle the trial of Charles Mat- 
: hews and Eugene Fitzhugn in con- 
nection with fraud accusations in- 
volving David L. Hales Capi- 
tal-Management services inc. 

Ms. Wolohouan. who also will 
work out ot the Little Rock otfice. 
is a 1982 graduate ot Rutgers Uni- 
versity and a 1989 graduate ot the 
Columbia University Law school. 
Before turning Hale & Dorr, sne 
was a law clerk to U.S. Distnct 
Judge Kya Zobel in Boston and 
1 ater to J udge Bailev Aldnch in the 
1st Circuit Court of Appeals. 

Mr. Fiske was appointed in Jan- 
uary by Attorney General Janet 
Reno to look into allegations of fi- 
nancial irregularities involving 
President Clinton and his wife: 
Madison Guaranty savings and 
Loan Association: its owner. 
James B. McDougai: and the 
Whitewater Development Corp. 

Eight GOP members of the Sen- 
ate Banking Committee said in a 
letter to the White House yester- 
day that it would be "very helpful 
to congressional investigative ef- 
forts" if Mrs. Clinton s trading rec- 
• >rds were provided. 

Mrs. Clinton turned a 51.000 in- 
vestment in cattle commodities 
in to a s 100.000 profit in 10 months. 
Those profits are likely to be one 
•>f the topics of pending congres- 
sional hearings, now being negoti- 
ated bv Senate Minority Leader 
Bob Dole. Kansas Republican, and 
Senate Maiontv Leader George 
Mitchell. Maine Democrat. 


- d. 

i 
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Is Near End. Fiske Tells White House 


By Ann Devrov and Susan Schmidt 


White House officials say White- 
water special counsel Robert B. 
Fiske Jr. has told them he is nearing 
the end of the first phase of his in- 
vestigation. prompting their own in- 
ternal investigation in preparation 
for summer congressional hearings. 

White House Counsel Lloyd N. 
Cutler said yesterday that he has ob- 
tained an agreement from the Trea- 
sury Department for access to its 
documents related to contacts White 
House officials had with Treasury of- 
ficials about Whitewater. 

Fiske yesterday declined to say 
how close he is to determining 
whether those contacts were im- 
proper or illegal, but said, It cer- 
tainly isn’t over.” 

Fiske said White House officials re- 
cently asked him whether they would 
be interfering with his investigation if 
they reviewed the Treasury docu- 
ments. Fiske said he told them his in- 
vestigation was at a point where such 
a review would not interfere. 

“That’s all we told them," said 
Fiske, adding that White House offi- 
cials were not asking whether they 
should take such a step. — 

Political appointees at Treasury 
have been running the federal Reso- 
lution Trust Corp. and had access to 
information about the c rimina l and 
civil cases arising out of the failure 
of Madison Guaranty. Savings & 

Loan in Arkansas. Madison was 

owned by James B. McDougal, joint 
owner with the Clintons of the 
Whitewater real estate venture in 
the Ozark Mountains. 

Senior Treasury and White House 
officials had a series of meetings 
about the Madison-Whitewater in- 
vestigation beginning last fall. 
Twelve officials in all have testified 
before a grand jury, and Fiske has 
subpoenaed all related documents. 

I Cutler said yesterday that Fiske 
bad “withdrawn any objection” to the 
White House obtaining from Trea- 
sury copies of documents, memos 
and other written material related to 
those contacts. Fiske originally had 
asked officials at the White House 
and at Treasury not to conduct in- 
ternal investigations of the contacts 
because they could lead to coordinat- 
ing statements and other actions 
that would not be conducive to a full 
investigation by Fiske. 

Cutler and Treasury Secretary 
Lloyd Bentsen and top assistants 
worked out what Cutler said were 
procedures to keep from the White 
House any documents that involve 
the substance of the Whitewater fed- 
eral investigation but mdude docu- 
ments that relate to White House- 
Treasury discuss ions of iL y 

An administration official said 
Treasury “had qualms” about the 
White House request because of 
fears that any discussion with the 
White House would be seen as collu- 
sion. The qualms prompted what 
amounted to a legal negotiation be- 
tween the White House and Trea- 
sury over the scope of the docu- 
ments that would be made available. 
Cutler said the procedures were 
“worked out agreeably” and -pro- 
duced “a full understanding that will 
keep us from seeing documents that 
we should not be seeing.” 



ROBERT B. FISKE JR. 

. probe likely logo into 1995 



VinCENT FOSTER 
. . . report on kis death promised 

^ Cutler said the White House’s pri- 
mary need for the documents was to 
p re par e for -congressional bearings 
where White House sod Treasury 
officials mig&have to appear. The 
status of those hearings has been in 
Umbo, awsutmg'word from Fiske that 
he would no longer object to at least 
. ^e^phase dealing with the White 
‘House-Treasury contacts. ■ * 
'While Fiske’s overall investigation 
into Whitewater is expected to take 
a year or more, he has told congres- 
sional leaders that he was prepared 
to conclude the phase dealing with 
the contacts and with the death of 
White House deputy counsel Vincent 
Foster this spring or summer. Com- 
pleting the investigation in phases 
would allow -Congress to hold hear- 
ings, if it decided to proceed, in simi- 
lar phases. ' * f ■' 

The Senate has voted to conduct 
bearings at a time and under circum- 


stances that do not interfere with 
Fiske’s investigation. Senate Majori- 
ty Leader George J. Mitchell (D- 
Maine) said Sunday of hearings, “We 
are going to do it as promptly as we 
can, do it right after the conclusion 
of the first phase." 

Mitchell and Senate Minority 
Leader Robert J. Dole (R-Kan.) have 
been engaged in periodic negotia- 
tions over the tuning and scope of 
any congressional hearings. 

Fiske said he planned to promptly 
issue a forensic report on Foster, 
putting to rest questions about 
whether there was foul play or if he 
committed suicide, as a Virginia 
medical examiner has ruled. 

Some sources close to the White 
House say they expect the report to 
be issued soon and believe it will 
conclude Foster’s death was a sui-. 
cide. However, Fiske issued a broad 
subpoena two weeks ago that seeks 
to track documents that were in 
Foster’s office at the time of his 
death. It could not be learned wheth- 
er that information will be pursued 
separately or become part of the re- 
port on his death. 

Fiske’s investigation now seems 
likely to stretch well into 1995. 
Fiske is still adding to his staff of 
more than 30 lawyers and investiga- 
tors: Two more lawyers were hired 
a week ago, and a message to FBI 
bureaus around the country last 
month said Fiske is seeking agents 
with backgrounds in financial and 

white-collar crime. 

In addition to the Washington end 
of the probe, the special counsel’s of- 
fice has been investigating the af- 
fairs of Madison Guaranty and the 
Rose Law Firm. Former municipal 
judge David Hale, who pleaded 
guilty to fraud charges and is coop- 
erating with Fiske, has appeared re' 
peatedly before the grand jury in Lit- 
tle Rock, sources said. 

Hale, who owned a venture capital 
company backed by the Small Busi- 
ness Administration, has alleged that 
he was pressured in the mid-1980s by 
then-Gov. Bill Clinton, McDougal and 
Jim Guy Tucker (D), current Arkansas 
governor, to make fraudulent loans. 
One loan, in the amount of $300,000. 
was issued to an advertising company 
owned by Susan McDougal, and at 
least some of that money ended up 
buying land in Whitewater's name. 

Clinton and McDougal both say 
the Clintons did not know the SBA- 
backed loan was used for White- 


Hale, who made his allegations 
public last fall, has largely disap- 
peared from view. Court officials in 
Little Rock said he has at times been 
placed under FBI protection. 

In addition to pre ss ing forward on 
the Hale allegations. Fiske’s staff 
has been poring over records at the 
Rose Law Finn, where Foster, Hilla- 
ry Rodham Clinton and former asso- 
ciate attorney general Webster L. 
Hubbell were all partners before 
coming to Washington. 

Fiske recently delivered a 3V4- 
page list of clients and case fries, 
most related to Hubbell’s activities 
at the firm, sources said. Among 
other things, the special counsel’s 
office is investigating Hubbell’s han- 
dling of a Madison-related lawsuit 
for the government and the legal 
bills he submitted. 


75'ir7 
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Trafton to the Rescue: How Tough CEO 
Put Glendale Back in the Race Again 


tvNAMZICKERMAN 

'AN FRANCISCO — Kcsur- 
.-ction in a miracle \\nen ii oc- 
jrs *>nce. < ilendale federal 
tanx's Stephen J. Trafton nas 
•een through it twice in one 
car. 

(light months ago. in one of 
nc most sensational rescue op- 
-rations in savings industry his- 
ory. Glendale's chairman and 
htef executive successfully 
ompieted the long-shot recapi- 
atizauon ot the nation's fourth- 
argest thrift. 

Mr. Tratton s teat staved otTa 
.deral takeover of Glendale, 
used in the California city of 
ne same name, confounding a 
cgion ol skeptics who had pre- 
dicted its demise. 

But fresh equity did not re- 
store Glendale to health. The 
thrift still laced a weak Califor- 
nia economy, falling revenue, 
and stubborn credit problems. 
At limes us plagues seemed al- 
most biblical: earthquakes, 
tloods. and fires pounded the 
thrift's real estate portfolio. 

Back from the Brink 

Vet just when it looked as if 
the roof was about to fall on Mr. 
Trafton again - with losses 
mounting, capital dwindling, 
share prices plummeting, and 
stockholders demanding his 
head - the 47-year-old executive 
once more pulled Glendale back 


from the brink. 

This go-round, it wasn t the 
capital markets but the timeiv 
sale of Glendale's Florida opera- 
tions that bailed him out. 

He agreed to sell 60 Sunshine 
State branches and S3.6 billion 
in deposits to Bameit Banks Inc. 
for S243.5 million - a spectacu- 
lar b.7% deposit premium. 

The deal promises to shore up 
Glendale's balance sheet at clos- 
ing later this year. But beyond 
that, it has won back the affec- 
tions of a high-powered group of 
institutional investors who had 
become irate over Mr. Trafton s 
performance. 

Positive Signs 

To be sure, the Florida sale is 
not the only thing that turned 
Glendale shareholders around. 

Results for the March quarter 
showed the SI 7.3 billion-asset 
thrift’s revenues rising and its 
losses narrowing. California s 
business climate is looking 
brighter. And Glendale's current 
bulk asset sale will slash loan 
problems without requiring fur- 
ther writedowns or charges to 
capital. Mr. Trafton assures. 

"We have experienced slow 
but consistent improvement." 
Glendale's chief said in an in- 
terview. 

That sense ol progress is re- 
flected in Glendale’s stock price. 
Offered at S9 in September, 
shares fell below S6 after a S40 


mtilion ioss was reported for the 
December quarter. Now. despite 
ihe bear market tor stock. Glen- 
Jale's snares have regained all 
their lost ground. 

"It looks like the storm clouds 
arc clearing, ' said Salomon 
Brothers analyst Bruce Harting. 

Divisive Issue 

Ml the same, for months sale 
of the Florida branches was the 


I A Bumpy Ride for 

i Percentage cnange 


main issue dividing Mr. Traftc 
and his investors. 

After putting the branches c 
ihe block. Mr. Trafton tot 
them oif in October. But tt 
sharenoldcrs demanded he pr 
ceed with the sale to provide 
capital cushion. Throughout u 
fall and winter. Mr. Trafton r 
fused. 

The December quarter pr 
ducea a worse-than-expeetc 

ale’s Stock 



Allied Bankshares Buying Georgia Thrift 


THOMSON. Ga.— Allied 
Bankshares Inc. and First Sav- 
ings Bank of Thomson. Ga.. an- 
nounced today that thev had 
agreed to merge. 

Under the agreement. First 
Savings will be merged into Al- 
lied Bank of Georgia, a whoilv 
owned banking subsidiary of Al- 
bed in a tax-free exenange ot 
First Savings Bank snares lor 
shares <>i Allied common stoex 
cvith a maricet value of aoproxi- 
matciv :>! 1.8 million. 

The exenange is based on a ra- 
:i.» ..I I." shares ..i M!.od ;• r 
each share «>l First Jiavines. suo- 

.■••" *o -ttitus;rrv'*y . . n( 

' Mice : ..ires trade r.uuudv: a;; es- 


tablished price range at closing. 
The merger is subject to approv- 
al bv First Savings shareholders 

and regulatory authorities and is 
expected to be closed in the 
fourth quarter of 1 994 
First Savings is headquartered 
in Thomson. McDuffie Countv. 
< ia.. and has branches in Burke 
.mu Wilkes counties. 

•rst 'Gvinus Banx resorted 
:.'tal assets ot $76 I muiion ana 
•ncomc oi S'WX.OOO for I ‘***3. 

Alter tne merger. Allied. ..iso 
based in Thomson, will have 
nixing ••»aii«>ns. .vr.u.ii II 
■'mi lie :n 'even contiguous 
.« ih«. ..M-irni Savannan 
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Whiteivater Goes Back to Its Source . Threatening 
To Tip Boats in Race tor Governor of Arkansas 


•v V IVETA -\..V\K 

Ana Ellen Juan Poll* k 

ill Iti'Dnrfrrt „i fur Wm.I. »TI»KFT J**l H\Al. 

: HIDESTER. Ark. - I think Deopie 
.round here ire tired of that word White- 
•vater. ays David Butler, a pan-time 
•►cal prosecutor, as he listens to ooliUcal 
.tumpspeecnes in trontof Barbara s Super 
'iids Washetena and Bolt's Mercantile. 

Mr. Butler may be new. but Arkansans 
iren t likely to nd themselves of Whitewa- 

• »r any time soon. 

:n fact, this fall's 
gubernatorial elec- 
:on may wen hinge 
•n the reveroera- 
:ons of the unsuc- 

• vssful real-estate 

venture that 

'►unted umone its 
investors Bill and 
•{illarv Clinton. 

■ in me one side 

• incumbent Demo* 

• raticGov. Jim Guv 
Tucker. He is hip- 
deep in the affair, 
iiavuur been linked through a senes »f 
complex deals to Clinton co-investor James 
McDounl and to David Hale, a former 
municipal judge who recently pleaded 
suUty to two unrelated felonies and is 
•-ooperatine with Robert Flske. the White- 
water special prosecutor. Newspapers re- 
ported this week that Mr. Tucker was 
named in a cnmtnal referral by the Resolu- 
tion Trust Corp. in the fall. 

On the other side, barring an upset in 
Tuesday s Republican primary, is Shef- 
. field Nelson, the business executive and 
•nenme Clinton booster turned virulent 
•*nemv. A conduit ot Whitewater scoops to 
he press ever since the 1992 presidential 
ampaum. Mr. Nelson nas ms own political 
•aggage. including the fact that manv 
Arkansans icel he has shamed their state 


►st when it snmud be name men. 

Mr. Tucker. .; .. rmer congressman, 
is lieutenant srovemor wnen Mr. Clinton 
von tne presidency. ! understand the 
r -'oson 1 ended uo oeing governor is ne- 

• >use Bill ainton earned California and 
New York ana George Bush threw up on 
•he pnme minister oi Japan. ' he tells his 
itidience here. Rut that s OK. I'll take it 
any way lean get it. 

The governor had been considered a 
-noo-in to win election in Novemner: many 
\rkansans seem to preter nis straienttor- 
vard stvle to Mr. Clinton s efforts to please 
•vervone. But since Whitewater bios- 
- >med. he has oeen running scared. At the 
cart of his worries are roughly $300,000 in 
federally backed loans that Mr. Hale s 
company made to Tucker-owned compa- 
nies. The loans were supposed to go to 
disadvantaged businesses, althougn the 
.• jvemor savs ne didn t know mac and 
nev nave attracted Mr. Fiske s attention. 

Meanwnue. the Kansas City Star re- 
tried Sundav that the RTC has asked the 
Justice Department to look into allegations 
that Mr. Tucker illegally diverted pan of a 
'30.000 loan imm Mr. McDougal s Madi- 
'<*n Guaranty savings fc Loan in 1985. 

John Kalev. Mr. Tucker s lawyer, says 
•hat the governor had a prettv complex 
.fe." Hr concedes mat althougn notmng 
‘ as been proven, the dealings may look 
'UsnicHHis to voters. There are some 
ample who feel it it s simple, u s UK: If It'S 
••mptex. it’s minister, he savs. 

To discourage potential gubernatorial 

• hailemrers. Mr. Tucker amassed a $1 
million war chest lor ttus vear s campaign. 
Hut seven days oetore the tiling deadline. 
Mr. Nelson uimoed in. once. Mr. Nelson, 
he tormer rn.urman m Arkla Inc., now 
'.'•Tam Enertrv i orn.. was a Democrat wno 

acxed Mr. Tucker s run tor a C.S. Senate 

at in l*J7S ano suoported Gov. Clinton. 
:<ut when Mr. Clinton went back on wnat 



Mr. Nelson consiaerea a nromise not to nin 
aam in issi). Mr. Nelson switened names, 
on the Reouniican guoematonai nomina- 

• ion ana waged a bitter campaign against 

mm. 

His anti-Clinton crusade continued into 
;he presidential campaign. It was he wno 
put a New York Times reporter in touen 
vim Mr. McDougai. leading to the tint 
Whitewater story: a transcript oi a tete a 

• •re between Messrs. Nelson ana McDou- 
,al about alleged imoropneues in Mr. 
Tucker s business nas been circulated 
widely. 

Mr. Nelson turned off the spigot ot 
Whitewater information after polls showed 
his own negauve rating creeping upward. 
People would like to blame someone for 
all the information that has come out. ' 
says campaign aide Betsy Pilgrim. -Shef- 
field is taking the heat. ' Mr. Nelson says 
he wants to conduct a positive campaign, 
but be can t help noting that Whitewater 
will be of interest ' to voters. 

His worry is that voters may also still be 
interested in questions about turn, includ- 
ing a co nt rover sy 
that dogged him 
throughout the 1990 
campaign concer n - 

ing a decade-old 
natural-gas deal be- 
tween Arkla and 
Jerry Jones, now 
the owner of the 
Dallas Cowboys. 
Mr. Nelson says he 
was "totally 
cleared'* and that 
the co n troversy was 

sWjkUXrim SL.SSSi 

remember. At an optimists Club luncheon 
in Little Ruck, wnere Mr. Nelson is the 
,-uest speaker, memoer Norman Mooney 
ronsptraionally confides. You know. 
Sheffield has ms own Whitewater. ' 

Attempting to cash in on Mr. Nelson s 
vulnerabilities in Tuesoavs pnmarv is 
sieve Lueif. a • iOP state senator wno s 
•»een dubbed ’ ;n ethics beacon by ihe 
i.tcat press. With little monev or name 
recognition. Mr. Lueif is ai ta-st a long 
snot. But earlier this week he was endorsed 
by former Rep. John Paul Hammer- 
sclumdt. a popular Republican wno served 
in Washington tor -*b vears. 

Mr. Lueif minks voters will have trou- 
ble buying Mr. Nelson s promise about 
positive campaigning. He argues mat me 
public perception, particularly among 
Democrats'' who make up most of the 
>tates voters, is mat Mr. Nelson has 
'imptv gone too far. Wrongdoing needs to 
he uncovered, but there are all kinds oi 
ways’* to do it. Mr. Lueif savs. You ran 
mcover tt with concern or vou can uncover 
: with glee. There s a line somewnen* 
here. 
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Fiske OKs review 
of Treasury papers 

jOCIATFO paccc 

•’eciai counsel iv.cert » i ,-r.e i: 
wiiu vesteruav ne r.us .r.von tne White 
: louse permission to review ireasurv 
Department documents detailing cun- 
acts witn regulators or tne White- 
Aa ter- Madison auair 

Mr. Fiske uescnoea tne action as a 
'limited steo to allow tne White House 
to prepare tor congressional nearinus 
m the financial ties Detween Madison 
Guaranty savings ana Loan Associ- 
ation and Whitewater Development 
Corp. President Clinton ana Hillarv 
Rodham Clinton were partners in 
Whitewater witn Madison owner 
James B. McDoueai and his former 
wife. Susan. 

But Mr. Fiske said allowing tne 
White House to review tne documents 
mould not oe interpretea as a sign tnat 
his review oi the contacts is finished. 

’•Ve have told them tnat at tms point 
of the investigation tnat won t interfere 
with it. But the investigation is not over. 

There s still more to do." he said m 
a telephone interview from Little 
Rock. Ark. 

Mr. Fiske suopoenaeu a dozen Clin- 
ton administration oiticials at ter it was 
revealed that IVeasurv Department 
regulators nad briefed the White 
House on the status of an investigation 
into Mr McDougais tailed Arkansas 
thrift. 

Mr. Fiske said the White House 
agreed to take no actions tnat might 
jeopardize ms investigation without 
i irst cnecKinu witn him. 

I le said administration officials re- 
cently asKed lor permission to review I 
the [Veasurv documents detailing the i 
contacts and mat ne determined his i 
investigation was tar enough along to I 
allow tor sucn action. I 

White House Deputy Counsel Joel I 
Klein said yesterday tne White House I 
was just beginning to prepare for con- | 
gressionai hearings, expected this I 
summer, and haa taken only a preluni- I 
narv view oi documents. 

.\lr. Fiske declined to discuss t he sta- • 
tus of the otner part ot his wide- I 
ranging investigation. | 

The revelation mat the White House j 
and TFeasurv Department had discus- i 
stons concerning tne status ot the Mad- | 
ison investigation toucned off a poiiu- • 
cal firestorm 


USA Today 
May 17, 1994 

WHITEWATER PROEli Special counsel Robert 
Fiske has given tne White House permission to review 
Treasury Department documents detailing contacts 
*ith regulators over uie Whitewater case. He called it 
i limited step to allow the White House to prepare 
for concreaSnonai heantup on Whitewater, an Arkan- 
sas land deal in which the Clintons were coowners 
with James McDougu. the owner of a failed savings 
and loan now under invesunuon. "We have told them 
that at this point of the investigation tnat won t inter- 
fere with it. But the investigation is not over." he said. 
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Whitewater-papers suit 
to get earlier court dates 


dv jerrv Secer 

-* WftSMMQTON TIM** 


Rep. Jim Leacn. wno has unsuccessfully 
sought Whitewater-Madison documents tor 
Tive months, ana lawvers tor two federal 
agencies he suea tor tne records vesterdav 
agreed to accelerated court dates tor legal 
arguments in me case. 

The Iowa Kepuoucan. ranking GOP 
memoer of the House Hanking Committee, 
sued the Resolution Rust Corp. iRTCl and 
the Office of Thrift Supervision tOTS) last 
week for documents on Madison Guaranty 
Savings and Loan Association and White- 
water Development Corp. 

Mr. Leach, the leading proponent in Con- 
gress for hearings in the Whitewater- 
Madison affair, ^aia in a lawsuit tiled last 
Wednesday in U S. District Court in Wash- 
ington that efforts ov ms oil ice to get tne 
records had been reoutfed since Decemoer 
because of their potentially- embarrass- 
ing" content. 

Madison, an Arkansas thrift owned bv 
James U. McDougai that tailed in 1989 at a 
cost to taxpayers of 550 million, and White- 
water. a northern Arkansas real estate ven- 
ture involving President Clinton. Mr. 
McDougai ana their wives, are the locus ot 
j nongoing investigation bv special counsel 
Robert a. Fiske Jr. 

Mr. McDougai is suspected of diverting 
;unds from Madison to several prominent 
Arkansas politicians, including Mr. Clinton, 
and of using Madison monies tor the White- 
water protect. Most ot the accusations are 
outlined in RTC investigative repons 
'umed over to tne Justice Depanment in 
nine criminal reiemns. 

The accelerated court aates. agreed to 
vesterdav. are no guarantee the govern- 
ment intends to back down on its denials to 
Mr. Leach's requests tor the documents. 

The RTC. .vnich oversees tailed S&Ls. 
has argued that Mr. Leacn “failed to per- 
suade" the agenev he had the necessary 
authontv to receive tne documents. 

"We are prombited bv statute from dis- 
closing to an individual member of Con- 
gress mformanon wmch may be protected 
by the Privacy Act.” James Barker. RTC 
general counsel for field operations, said in 
.i letter to Mr. Leach. 

Case law retutes vour staff's arguments 
’hat vou. as an individual member or Con- 
gress. are to oe afforded anv special status 
under the (Freedom ot information met I 
not afforded the general public." he wrote. 

Iona man L. Fiechter. acting director ot 
OTS. also has taken issue with claims by 
Mr. Leach that his agency had handled the 
congressmans requests for information 
differently than others — particularly to 
-ecords on Lincoln Savings and Loan Asso- 
ciation. in the so-called "Keating Five" 
case. 


- in eacn of those instances, the requests 
were initiated by the House Banking Com- 
mittee or the chairman, not an individual 
congressman. ' Mr. Fiechter said in a letter 
to Mr. Leacn. "As we have said, we are pre- 
parea to orovide the requested documents 
once the Banking Committee or tne cnair- 
man endorses vour request." 

Me Fiechter said it was a "long-standing 
position of the federal banking agencies ' 
not to provide confidential records to in- 
dividual memoers of Congress outside of a 
formal request by a committee or its chair- 
man. 

“It is necessary to protect candid com- 
munications between examiners and their 
supervisors and between the agenev and 
ravines associations, because thev are in- 
tegral to effective regulation, he said. 

Congressional hearings in the White- 
water-Madison affair are tentatively sched- 
uled to begin this summer, l: is up to the 
leadership oi both houses to specifically 
call for the hearings to oegtn. 

Mr. Leach had souant an accelerated 
court timetaole in his sun. saving it was 
"imperative ' that legal arguments be set- 
tled “well m advance ' of pending White- 
water-Madison heatings in Congress in or- 
der to allow the release of the requested 
documents. 

U S. District Judge Charles Richev has 
fold attorneys for Mr. Leach and the govern- 
ment that a motion for summary- judgment 
and all legal bnefs in tne case are due by 
June 27. -nd that oral arguments would 

(OllOW. 
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Tucker tuml now ' "" 1 


Tucker'd attorney, Jobs Haley, said 

the allegr ' ‘ 

RTCiavt 



Mav 15. 1994 


UTILE ROCK. Ark. — Resolution 
Treat Core, taremgaron flare alkted 
that Arkansas Gov. Jim Guy Tucker 


35UU0 fion a kiea at Madiaoa Guats 
aaty Savings end Loan. 

Th* RTC tou re cor ds outiiaina the 
aUflflad fraud to the Justice Onaiaat 
IM October. Those mm are no* m 

swan me Jr. win ts a rewnaflat 


RTC in reaotaton «*»***» that Tucker 
iNRQoad money in 1915 earmarked in 
loan files for one 


the Whitewater ease. Many of the 
same figure* m the Whitewater in- 
quiry show up ut the Tucker case. 

Fiske's inquiry into Whitewater 
could result ia ind ic t m ents 
mum anyone who violated fed. 
end laws m their dra lrogt with 
Madison Guaranty. The thrift 
Tailed in 1919. cosuns taxpayers 
an tuimaiadS47 million. 

Claims of franri 

Kansas City-baaed invesugaton 
for the RTC the federal agency in 
charge of ctntnng up ifter ftiicd 
Sfllx have been working to un- 
uagle Madison's af&dra since it 
collapsed. 

L Jean Leant, the lead RtCin- 
vemgator in the cue. prepar e d a 
criminal r efer ral on the Tucker 
loan and turned it over to the Jus- 
doe Dep ar t ment last year. Lewis 
has refused to comment on the re- 
fenai or anything else. 

Boa sources revealed the coo* 
tents of the rmnal to Th* Kansas 
CUf Star. This is what happened, 
according to thoao a o ni c ca and 

public rec ords: 

In October 19IS, Madison ta- 
med loan No. 3004 for $260000 
to Tucker, a private lawyer at the 

Tucker spent SI 25.000 of the 
money to buy 35 acres in Little 
Ruck, part of which was intended 
for a shopping cotter. The prep* 
erty was class to a big mobile 
home developm en t called Castle 
Grande, a pr ojec t financed by 



feterT “ ***• lhe 
>135.000 was portrayed in Madl- 
ton loan files as being “earmarked 
for a market feasibility study" on 
the proposed shopping center me 
— aot lo pay oif anomer loan. 

The referral, sources say. entre- 
es that the four m 


to ( 


false rao o r na and divert loea pro* 
ceeds in. order to provide Tucker 
with the funds necessary to pey off 
oneof his defats at Savers, thereby 


Creating false l oan n 

and lying about the purposes of a 
loan are felonies for bank officers 


mob of federal hanking laws., 
b act ia punishable by a maxi- 
n fine of $5.000 xnd up to two 


to him. 

"They take a a 


U n der icr mmy 

Haley. Tucker's attorney, aaya 
the RTCa daims would be laugh* 
ahla if they weren't so serious. He 


lOfl 


real of the landscape any way they 
want to," Haley said of the in- 
ves dgato ra. They were wron g 
shunt this one. he said. 

Haley said Tucker wee candid 
with Madison officials the cudro 
time about why he warned a loam 
to pay off his debt at Sarera 
Kalay said the loan was the remit 
of an oral agr eem ent . If lo a n d on s- 



i Bill C lin t on 

_ ^j°_ yKfariahmg 


No one that the 

SI 25.000 port i on of the loan was 
usnd to buy the prop er ty . Tucker' 
used nearly all of ■ » ■ ««■■■» » 
$135,000 to pay a debt at Saren 
Federal Savings and Loan, an* 
other failed Aitanaaa thrift, his 
lawyer said. 

That’s wtoero the RTC contends 
that frond occurred. 

The referral alleges ti 


1919 to falsifying Madison 
records in a case nnreismd to the 
Tucker loan, and spent am months 
inahatfanrehome. ^ ^ 

day,- Latham said be didn’t know 
about the RTC a negations, and 


However, he recalled that a 


honed urban the Tucker loan «n> 
He said he probably 
off on the Tucker loan, hut 



and. "But after Jim Guy 

(Tucker) got the loan, we would 
hare no way to know what ha did 
with iL l\e never heard anything 


ft 


13 
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Arkansas governor 
suspected of loan fraud 



not what happened." 

When tat loan was made, fed- 
er*i regulators were on the verge 
of a six-month audit of McOou- 
i*l’» S& I. Madison Guaranty al- 
ready was under scnranv for ex- 
ceaive insider loans. And reguia> 
ton considered Tucker an insider, 
be had several Madison leans, and 
bis law firm r epresen ted Madison. 

McOouipu. reached at his home 
outside Arkaddphia. uud he his 
no interest in discussing the loan. 
‘The RTC is a hotbed of Republi- 
cans," said McDougai, who is run- 
ning as a Democrat for Congress. 
“They are a bunch of bums and 


bailed business venture in solar 
energy. 

“I was a dreamer." Garner said. 

3till am." 

^Garner's only collateral was his 
Mothe r's house at 32 Pine Manor 
Drive, near the exclusive Heights 
district of the capital. But the 
bouse wasn't paid for. Gamer was 
broke and unemployed, and his 
Mother was reared. 

Even with the house as col- 
lhtbfii. Gamer said, he could only 
**LV k ?®_ whh * c °-«**ner- He 
said T ucker agreed but only after 
J ** “Make the 


Demon said he did nothing In March 1914, Tucker and 


feasibility study." 

] «iK«m said he didn’t know 
that Tucker used the S 133.00 to 
pay the debt at Savers. "That's 
news to me.’' be said. 

Tucker’s lawyer, however, 
points out that two Madison 
Guaranty cashier’s checks were is- 
sued at the loan dosing on Oct. 
23. 1983. 

He provided Tht Star with a 
photocopy of a S131.64I check 
made out to Savers, which he said 
waa pan of the loan to Tucker. A 
notation on the check refers to it 
as "Jim Guy Tucker loan pro- 

*Haiey sud a check for SI 23.000 
tlao wm issued that day. He said u 
waa made out to Madison Finan- 
cial Core., a McOougai company 
that sold the land for the shopping 
center to Tucker. 

Tucker cannot recall what was 
d 0 M with the S3J59 left over 
from the S 260.000. 

His lawyer ridiculed the idea 
that a study on such a small parcel 
of land would have cost anywhere 
nearS 133.000. 

•Shear lunacy." Haley said. 

"If there wuc something undcr- 
handed or untowaid about this." 
Haley •• said* • “then presumaoiy 
“ ‘ ’ would * have taken this 
t of tammy, put it in his 
nk g aomn with some rep- 

i that be would use it 

for the 145th Street (shopping 
mail) muper ty, and then soeaa it 
out of the tank account and give 
it to Savers. 1 think that is wast 
the RTC is implying. But that is 


A tndi of transactions 

The history behind the Tucker 
loan is a tangle of transactions 
that cov ere d an eight-year period. 
The dealings i n volved a r~— — — 
on a friend's borne. - 


iiTTzCv ““**"’* w««neu s 
SI 15.600 promissory note at Sav- 
cn. Savers had a first mortgage on 
the bouse. Tucker had a second. 
Three promissory notes securing 
loans to Gamer that were payable 
to Tucker ecoompeAied ^ seo» 


sad the sale and resale of several 
Little Rock commercial properties 

The loan’s trail began in spring 
19S4 when Dan Gamer, a friend 
and busmen associate, asked the 
ftiture governor for help in aenmg 
a loan. 

The two went tack a long way. 
Gamer said, even knowing each 
other as Eagle Scoots. Gamer also 
helped raise money for Tucker’s 
political campaigns. 

Gamer needed the money to 
pay otf a 10-yearoid debt for a 


Gamer used the money to dear 

up his solar energy debt and Tuck- 

er got about SI 7,000 in legal fen 

Gamer owed hi«- FBI agents 
working lor Fiake questioned Gar- 
ner last ween about the transao- 
tioas. Gamer said. 


~/ 3 ' 
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But Gamer didn’t mane the 
loan payment*. 

Saver* called the note the next 
year, and Tucker needed to cover 
the debt. That's when he turned to 
another otd friend. Jamea Mo- 
Dougai. pt t ai d cnt of Madiaon 
Guaranty. 

Personalties 

As Tucker’s lawyer tdls iL Me- 
Dougai said he “would look with 
favor ’ an Tucker’s loan request 
— if Tucker asreed to borrow the 
extra amount to buy the land near 
the mobile home project. 

Haley aaid such deals — known 
as “tied aareemests" because the 
loan hinses on a pro mis e to buy 
real estate — common then, 
but would not be made today be- 
came taws have changeo. 

There’s one other rwm to the 
Tucker loan. It eomca from Den- 
ton, the fan ne r chief lending of- 
ficer at Madiaon. 

Demon, who has been asked to 
testify before the Fiske grand jury . 
said Tucker didn’t want the 
m one y to pay off a bouse loan but 
to “prop up hu floundering cable 

Demon, a former federal bank 


ex a mine r, said he turned Tucker 
down b e c au s e he was not credit* 
worthy. “Hit companies were 
broke.” he said. - 

Tucker appealed to McDougalj 
who approved the loan. Demon 
■aid. 

Tucker had stood by him during, 
personal difficulties. McDongaf 
told Denton. “He said he 
wouldn’t turn his back on Tuck- 
er." Denton said. 

Tucker’s lawyer said that Den* 
ton's claims were news to him. He 
agreed that Tucker was deeply in. 
debt while trying to build his cable 
enterprise, owing as much as $1 
million to S2 rmttmw to several 
banks around Little Rock. But be 
said Tucker a good 

credit rums. 

Hidden invotomoit 

In 1987, two yean after getting 
the Madiaon loan. Tucker sold the 
undeveloped shopping center land 
for S333.000 — nearly triple the 
amount he paid for it. 

He sold the prop er ty to South- 
loop Construction, a company be 
controlled that also was involved 
m the Castle Grande trader park 
project. Southloop was supposed 
to pay off the debt, but never did; 
Tucker’s lawyer said. 

Haley said Tucker eventually 
paid off the $260,000 loan, but 
only after Madiaoa was taken over 
bythcRTC. 


As for the Garner home on Pine 
Manor Drive. Tucker eventually 
fore ci oBod. recovering some of the 
money Madiaon loaned him, re- 
portedly to pay off the debt at 
Seven. 

But Tucker found the matte r of 
forerinaing on a widow ’‘diaxano- 
fid." hia lawyer said. 

Aa Jack Cameron, a friend who 
helped in the foreclosure, later re- 
counted: “Jim Guy called roe and 
said. 'Look. 1 ought get sack into 
politics someday. 1 don’t warn to 
forectoaeawidow.” 

So Tucker hid his involvement 
by taming to David Hale, a bust- 
ocas associate and former Little 
Rock municipai judge. Hale fore- 
closed the p ro p e rty through his 
own real estate firm. 

That wan t the only business 
dealing between Tucker and Hale. 
Hale aim ran a small company. 
Capital Management S ervices . 
that made federally guaranteed 
loans to Tucker and others on 
prefects related to Madison . 


/ 5"2-°T-' -// 



2782 


The Kansas City Star 
May 15. 1994 


Tucker had many ties to Med thii 


By IEFFTAYLOR 
and MIKE McGRAW 


LITTLE ROCK. Ark. — Jim 
Guy Tucker was oo nraager to 
Madison Guaranty Savings and 
Loan officials when he borrowed 
mooev in *985 to cover a debt at 
taihea-thnft. 

Before Madison crashed to 
1989. ioaas iron roe thrift played 
a large rote ra Tucker's boanen 
vestures. And ooc loan to a Tuck- 
er eonpany turned into one of the 
big gest Iotas ever fcr Madison. 


Grande. 

The company. Castle Sewer and 
Water, coat them SI 2 million. 
Meat of that money. SI.05 mil- 
lion. they borrowed from Madi- 
soa Financial. They later assigned 
the loan to the thnli. 

They borrowed the ranasaiag 
J 130.000 from a company run by 
David Hale, a mead and former 
Utile Rech mumctpal iudgc- 

Hale's compaay was Capitti 
Management Services, an ravem- 
mes tins that operated under a 
Small Business Administration 
program that was supposed to 


: Iotas to ~ sneaky or ca> 


Tucker became a heavy Madi- 
son b orrow er to (985 when thrift 


duuhriiti|t4 $mil 
The SBA panmeed 


owner Jim M c Doutal was scoar- 
mg LiUle Rock tor invertors to a 
proposed trailer park called Cutie 


— meaning taxpayers were 

oa the book in cum of drtauks. 
His company cvemuaiiy became 
an equal owner of tae s ewer sad 


If tun for Castle Grande, special 
Robert Ftske Jr. might 
have ao interest tn Tucker. 

Tucker and a partner bought a 
small water and sewer plant from 
a Madison subsidiary. Madison 
Financial Lorn— with the idea of 
hooking ap tuture koines u Castle 


water business. 

Since them, llaic has pleaded 
guilty io federal charges of de- 
frauding the SBA. 

The charges do not relate to 
Madisoo or Castle Grande. But 
Fiske ts looking rate an array of 
Castle Graodc traaaacuons. in- 
cluding those that dealt with 


Hale's company, the sewer com- 
pany and other Tucker- related 

Besides ihe sewer comnenv 
loan. Tucker borrowed S26Q.000 
maie related to Castle Granart 
With it be paid a personal debt 
and. in a deal with McDongii. 
bought 35 acres near the trailer 
park. Two yean laier. a company 
in winch Tucker was pan owner 
bought that land from him for 
S333.000i 

That company was Sou t hloop 
Coastracuoo. a subsidiary of the 
sewer company. Southloop was 
concluded by Tucker, ha lawyer 
said. 

The $353,000 uk was an op 
i ha way: 

Soothloop agreed to pay the 

5 260.000 loan and $15,000 inter- 
est, Southloop also paid Tucker 

5 78.000 for what he said were foes 
and previous payments oa the 
Madtsoo note. Southloop cove r ed 
the $78,000 payment to Tucker by 
ukmg out a S 100.000 Iota from 
Hale's coraoanv. 

fn 1986. federal regulators 
cracked down oo Madison Guar- 
anty for making wo many imrter 


and riskv loans Tucker * 
siderod an insider because 
firm re p re s e nte d the tonft. 
The regulators slapped I 


rues, locfading Castle Sev 
Water. 

cr's tawyera negotmsed 
Sewer and Water* debt at 
son down to $525,000. T 
lawyer. John Haley, sa. 


Later, after McOougt 
forced oat. the thrift sued 
cotmiaots and c l a im e d tl 


Sewer loan, mduding i. 
had cost Madison S861.00C 
The lawsuit c oo tende d t 
losses were among Mtchso: 
got gad. with other bad 
helped dnvc the thrift unde 
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The WaShinc 


s Whitewater Asserti] 


*By Ruth Marcus 


Two senior officials of the Resolu- 
two Trust Corp. yesterday denied 
that they had asked an agency inves- 
tigator to claim that the Clintons' 
Whitewater fed estate investment 
was not responsible for any losses to 
Madison Guaranty Savings & Loan, 
the failed thrift owned by the Clin- 
tons’ partner in Whitewater. ^ 
Rep. Jim Leach (R-Iowa), the chief 
House investigator of Whitewater, 
said in a speech on the House floor 

™ WC€k that a ,awyer from the 
RTC’s headquarters in Washington 
visited Kansas City, the regional of- 
^fice investigating Madison, “to pass 
on the message" to the senior White- 
water investigator that “Washington" 
wanted to make such a claim. 

Leach identified deputy chief ex- 
ecutive officer John E. Ryan and 
general counsel Ellen B. Kulka as 
the officials who sought that state- 
ment. Such a statement would allow 
President and Hillary Rodham Clin- 
ton to assert that their bad invest- 
ment did not result in losses to tax- 
payers, Leach said. - V.rV , 

In a letter to Leach yesterday 
Ryan and Kulka said," . . we are 
quite sure that neither of us has giv- 
en any such instructions to RTC * 
staff." > 

Ryan and Kulka asserted that "no « 
pressure has been exerted by then 
Treasury, the White House, or any 
other source in the Executive. 
Branch concerning the performance 
of our responsibilities with respect 
to Madison Guaranty or Whitewater 
since either of us joined the RTC." 

In his statement, Leach noted that 
the RTC investigator who was 


pressing to have the Madison j 
referred to the Justice Departn- 
for possible criminal investigaq 
felt she was under pressure fromi 
pcnora. He said the investigaj 
sought whistle-blower protectior 
she could talk with Whitewater s 
dal counsel Robert B. Fiske Jr. 

The RTC officials m id Leach r 
have hurt the investigation by 




at they said were 
documents and encouraging R'_ 
staff to speak about a pending caseJJ 
J&an interview, Leach said he h^d 
qifjjed accurately from a memoran- 
dum asserting that a senior attorney 
had^onveyed that request from Ryan 
and Kulka. “Whether or not theyjy- 
dered that attorney to say that 
don’t know," he said. **2 

* * 
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The VASHiycTo 


RTC Lawyer Drew Clinton Aides’ Ire 

WHITEWATER, Proa A1 

dais on Feb. 25. just after discovering 
Stephens had been retained. — — 

Ickes, ti^deputycfiieTof stalTand | 

Stephanopoulos, Clinton’s senior ad- 
viser, called Altman, who was also 
serving as acting head of the RTC and 
had. just announced he-.wauld recuse' 
himself from tffe;#TC’S investigation 
of Madison. ;r‘rr; w ^ 
kites and Stephanopoulos were ft? " 
nous Altman had announced hiSrecu- 
; sal without telling White House offi- 
• cials. The day before, Altman 1 
j revealed to the Senate Banking, 4 * ■ 

! Housing and Urban Affairs Commit- 
‘ tee he had briefed senior White 
House officials Feb. 2 about the Madi- 
son case, and the White House had 
spent much of the day defending the* 
p ropriety of the briefing and explain- 
. mg why Altman- should not remove 

i himself from the Madis^pro^ .V , mmm 

|lT th» "f the m fr twin- rail ■ * t — .. . 

With Altman, kfa. Stqfenopoo- *.«■■» 

lot also railed tKTaubject of Ste- Staiamiu. i^tiTtlmirtClnl*«llaooS*t.ln»~tl».tl«n. 


phens, asserting'his hiring was 'an •»*• . -~\w> , <» j . 

“ootrageous choice," and asking, “Can ^ td^The^Washington Post that they 
anything be done about H’Tsfc finalT ^'hmWfecoUectioa of asking anyone 
according to sources familiar with the to.dhange the RTC’s decision to re- 
conversation. The sodrces were Tm- Stephens and his law firm, as 

certain whether it was Stepfianopou-' the Post is reporting. There is no sug- 
toa or Ickes who raised the suBject: * " gestJon ’ that any action was taken. 

Stephanopoulos also spoke with. , Mr. Stephens is continuing to conduct 
Steiner, chief of staff to Treasury his inquiry for the RTC." 

Secretary Lloyd Bentsen and a friend According to -one- aource familiar 
oTBfe(£aSpo^u^fIi£^ MI^^iS't^T'dkllis 
h chael S. Dukakis presidential cam- “aghast” at the . White House inquiry 
i* paign. “'VjAw.- . . -*■:*' about dismissing Stephens and ii 

IZ _One sooiW.-dekiibing''^- - - - - 

-» j poulos as * p h it ty firetf €] 

p White HdoAi ildf 'asked ~ B*" 

i "whether that (Stephens’s hirincl was ^Ma riner later related to Altman the 



li y.trxr: r rx.— ; ^ i 

Washington office of PiQsbury, Madi-. 
son & Sutro, a law firm that has done 
extensive workJor the RTC. .which 
regularly hires outside lawyers to 
pursue cases against lawyers, accoun- 
tants and others who may have con- 
tributed to the collapse of savings and 
loans companies. .r-sr-jw I 

RTC officials Juid thgJOlsbur^ 

fift n with rteirn including Ste^ 
phens— was formally hired Feb. 24 to 

Siephano- ■ diltdy went-Uo Sterner to describe f*™* 
i^pomos as wy area up,- laid thd 'ft*baD from Ickes aM Steptabctfou- brtthe firm ^daQy wa. 
i\ * White Hddtt lld£ 'asked Steteer T T ~ ^ work m c ^ riy lo nnd*Febrtiary? 

"whether that (Stephens’s hiring] was -^^jefeer lito related to Altman the the engagement letter wa| 

final, whether anything could be done‘" , *affhereceived from Stephanopoulos. signed. Agency sources said the solid 
about it." Sterner told him there was StidnerY reaction was, “something taboo for the Madison case was put 
nothing he could do. *•#»?- 7 ,T*n’t -beheve these guys want 

Stephanopoulos said yesterday he ^taftw^his-guy,’'' another source 
did not “remember exactly what was said. ^ 

said" during his conversation with' The. White, House perceives Ste- 
Stemer but that he "asked how Jay phens, a Republican who served in 
Stephens came to be retained by the • the Reagan and Bush administrations, 

RTC. I was puzzled and blew off 'as^politkal adversary. He accused 
steam over the unfairness of that de-- -the administration of interfering in his 
dsioo. . . . Once I got the facts from probe of Rep. Dan Rostenkowski (D- 
Josh, that ended the matter as far ask.,. JILT. when Attorney General Janet 
was concerned." «r*,Hieno fired all Bush administration 

Stephanopoulos said be did not ie^ tLS. attorneys last year, and had 
member asking Steiner whether the weighed running for the U.S. Senate 
decision could be reversed or discuss- from Virginia. “There was concern in 
ing the issue with Altman. the White House because he is known 

Ickes’s lawyer. Robert Bennett, To*Be a' highly partisan Republican 
said, “Based on my inquiry, I am satis- who put up a great fuss when he was 
fied that Mr. Ickes did not make that . . asked to resign, who was highly crib- 
statement. -and he-has no recoUectioo - cal of being asked to resign, who con- 
of making that statement.- - - ri de red -xu nmn ».l nr - offir e. 


out to three firms', and the hiring de? 
dsioo was made by the legal division!! 

Stephens was considered a good 
candidate to work on the Madison 
case in part because he had been a 
prosecutor and the RTC wanted 
someone who, could coordinate wittf 
special counsel Robert B. Fiske Jr. on 
the criminal issues Fiske is investigat- 
ing. The RTC is using the PiDsbury 
firm in many cases against former 
savings and loan officials, induding its 
civil case against Arizona Gov. J. Fife 
Symington and other former directors 
of Southwest Savings and Loam 

Stephens is the lead attorney for 
the RTC in its $20 million suit filed 
this month against William L. Waldie, 
former head of Virginia-based Trus£ 
hank Savings, which failed in 1991. £ 
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~A6 Satuuhy, March 26, 1994 


The I’ashp 


Newly Released Tax Information Aj 


CLINTON. From A1 


isfied with the Clintons’ account. 

The Clintons’ returns also show 
the details of a chapter in their finan- 
; dal life that has been hidden the past 
; decade: Hillary Rodham Clinton’s 
i two-year risky plunge into the com- 
modities market at a time the family 
had virtually no assets. 

Her. speculation in cattle futures 
in 1978 and 1979 produced nearly 
$100,000 in additional income for a 
couple whose combined wages in 
1978 were $51,000. It is not clear 
from the 1977return, when the cou- 
ple reported no dividends and $518 
' in interest income, where Hillary 
, Clintongot the resources'" jo finance 


her commodities trading venture. 
White House aides would not say 
bow much she put up to start the ac- 
counts that earned $26,541 in less 
than four months in 1978 and 
$72,996 in 1979. 

. .The tax returns also show the Clin- 
tons had earlier business dealings with 
McDougal, making a 43 percent profit 

in a year on the sale of a five-acre 
tract in 1978. They sold the land just 
a few months before entering the 
Whitewater venture. 

The- returns showed $10,131 in 
interest payments that year to an- 
other McDougal firm. Great South- 
ern Land Co. The White House said 
this was Whitewater related. 

•The re lease o f the tax returns and a' 


Thursday night prime-time news con- 
ference, only Clinton's second in of- 
fice, were aimed at demonstrating 
that the president and his aides are 
not withholding information on White- 
water and their overall financial situa- 
tion. ' - * <■ 

As the White House released its av- 
alanche of paper, the Clintons’ person- 
al lawyer, David Kendall, briefed re- 
porters in two huge groups in the 
Roosevelt Room with an opening 
statement: “In a spirit of full coopera- 
tion and openness, the Clintons have 
now made public their tax returns for 
the past 16 years, since Mr. Clinton’s 
first year in public office," he said. 

' -The president's senior aides, end- 
ing another week under political siege 


SSr^g£CUNTONS’ INCOME AND TAXES 
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ETON Post 


)pears to Support Clinton Account 




oa the issue, expressed satisfaction 
with the president's performance. But 
! they admitted, sometimes in bitter ex- 
haustion. that the controversy sur- 
| rounding the investment and charges 
i of improper White House efforts to 
contain it. will not soon disappear. 
‘This is not going to be a sprint, it’s 
going to be a marathon,” said a key of- 
ficial involved in trying to get the 
president past the issue. . 

.As if to demonstrate that assess- 
ment, Rep. Jim Leach (R-Iowa) is- 
sued a statement last night saying 
Kendall’s “selective release of docu- 
ments cries out for full release 

of all Whitewater records.” He said 
it left many unanswered questions 
j and added that the president’s 
“Wythe ‘no problems’ strategy” will 
; prolong what he railed the water 
torture- . .. 

1 •„ Also yesterday, Cabinet Secretary 
< John Podesta became the 12th ad- 
j ministration official to. be subpoe- 
| naed to appear before a Whitewater 
! grand jury called by special counsel 
I Robert B.Fiske Jr. Podesta has been 
f heavily involved in recent weeks in 
the issue but has not been cited as 
attending meetings between White 
House and Treasury officials on 
Whitewater and Madison Guaranty 
Savings & Loan. 

The other White House officials, 
all of whom have made their grand 
I jury appearances the past two 
weeks, were all involved in such con- 
tacts, in person or by phone. 

The tax returns did. raise new 
questions that were not answered at 
news briefings yesterday. White 
House aides offered no further ex- 
planation than Clinton’s on how his 
1 earlier claim of a $68,900 White- 
water loss, first made during the 
1992 presidential campaign, had 
been overstated by $22,245. The 
president said during his news con- 
ference that he recently realized 
that amount was a loan and some ii 
terest payments that he took out 
from McDougal’s bank to help his 
mother buy a house. <*&-. 

The difference has no effect on 
Clinton’s tax liability but the 
$68,900 figure had been used to 
buttress the Clinton argument that 
McDougal was not carrying them in 
a sweetheart deal. Now, from their 
own figures, it is dear McDougal put 
in nearly twice as much money — 
$92,000— than the $46,636 contrib- 
uted by the Clintons. 

The White House explanation of 
the corrected version of what the 
Clintons invested also sidestepped the 
issue of how Whitewater paid off the 
rest'of the principal. Interest and < 


The venture had $233,000 in 
bank loan principal, more than 
$160,000 in interest payments, and 
$120,000 in operating expenses 
over the years, according to the 
campaign report prepared in 1992 
by Clinton fnend and Denver attor- 
ney James M. Lyons. ' 7 

A lawyer designated by the White 
House to brief reporters yesterday 
said that the Whitewater project was 
designed so that the principal pay- 
ments were made by the stream of 
income from the lot owners. He not- 
ed. however, that “the fluctuations 
of the company were wild indeed 
throughout the mid-1980s. Some- 
times people would make payments, 
sometimes they wouldn’t.” 

In explaining the Clintons’ White- 
water-related interest payments, the 
lawyer said the Clintons made a 
1978 interest payment of $10,131 
tolicDougal's Great Southern Land 
Co, instead of directly u to the two 
banks where the couples borrowed 
the money, becsuse that’s what 
McDougal directed them to do. 

McDougal “represented" to the 
Clintons that Great Southern would 
then pay the banks, he said. He felt 
the deduction would still be consid- 
ered proper by the Internal Revenue 
Service, he added. 

In fact, the lawyer said he didn’t 


think the Clintons would owe any 
money to the IRS. 

The earlier venture with McDougal 
began in early 1977 when the Clintons 
bought a five-acre lot for $2,850 and 
sold it the next year for $5,000, a 
$2,150 profit 

In internal Resolution Trust Corp. 
memoes released by Leach, the lead 
investigator on McDougal’s failed 
Madison S&L said Whitewater added 
to Madison's eventual losses because 
McDougal was making unauthorized 
loans that benefited his businesses and 
his partners. 

The investigator also has charged 
that senior RTC officials wanted to 
be aide to say that Whitewater did 

not cause a loss at Madison and that 
she refused to distort her findings to 
“get them off the book.” Those com- 
ments were contained in notes of 
her conversation with senior RTC 
attorney April Brealaw on Feb. 2, 
which Leach released Thursday. 

Lxaeveral interviews, Breslaw de- 
nied that she said anyone in Wash- 
ington favored a particular outcome. 
Yesterday Leach said he has listened 
to a tape of Breslaw's discussions 
with Lewis and it is “completely con- 
sistent” with Lewis’s memo. 
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.RTC Lawyer Drew , 
"White House Ire >’l 

• Clinton Aides Questioned Hiring i I 


Py Ruth Marcus 


A senior White House official in- 
quired last month about removing a 
prominent Republican Bred by the 
- Resolution rTnist CarpT tb investi- 
gate claims arising from the failure 
. of Madisqn.£uaranty Savings & 
Loan, according to sources familiar 
with the disoissions. . p 
r-Jbe sources said senior White 
House officials George Stephanopou- 
k^and Harold Ickes were alarmed 
and outraged when they discovered in 
fate February that the RTC, an inde- 
pendent regulatory agency, had hired 
. fanner federal prosecutor Jay B. Ste- 
phens to handle possible civil suits 
»’ growing out of Madison. Stephens se- 
verely criticized the Clinton adminis- 
tration after he was fired as U.S. at- 
torney for the District in March 
1993. 

— The-White House apparently 
dropped the subject of reversing the 
hiring of Stephens after being told by 
Deputy Treasury Secretary Roger C. 
Altman and Treasury chid of staff 
Joshua Steiner that there was nothing 
tobedooeaboat it. . " 

But the alleged efforts— which the 
White House officials say they do not 
recall— to find out whether Stephens 
could be replaced represents the first 
Indication the White House may have 
"hedvdy attempted to affect the han- 
ging of the' politically sensitive inves- 
tigation. One area of the RTC avil in- 
vestigation concerns the potential 
liability of tpe Rose Law Firm, includ- 
ing, formeg partner Hillary Rodham 

Gfatoo, far & representation of Mad- 

Senior White House officials raised 

the issue of Stephens’s hiring in two 
^ conversations with the Treasury offi- 

, Sea Whitewater, as, col i 
i fanic 1980* Clinton loam*, me n- 


f j t . ■ 

lax Records 
BackOintbn 

AcCOllllt i 

. -.ifeA- 

.'ByAnnDevroy ^ 5 
and Charles R. Babcock 

* President Clinton yester- 
, day released his tax returns 
for his first years in public of- 
fice as the -White House 
erupted in a geyser'bf'tax 
. forms, tax lawyers, 'explana- 
tory letters and addenda 
aimed at showmjg'tftat White- 
water was what the presi- 
dent has stated: i losing land 
investment 

The returns— for 1977- 
. 79^and additional data sup- 
plied by the White House 
generally support the amend- 
ed Clinton explanation of the 
family’s investment in the 
Arkansas land development 
and the losses they sus- 
tained. 

..The Clintons invested and 
jfHt, according to their ac- 
count, $46,636, moat of 
which was the interest they - 
paid over the yean on their 
half-share of the loans they 
and James and Susan 

McDougml took outTlto'TSfiy 

299 acres in thtfOsttk* 
mountains. James B. McDou- 
gal, who has repeatedly ques- 
tioned the Clintons’ estimate 
of .their Whitewater invest- 
ment, yesterday told the As- 
sociated Press he is now sat- 
l CLINTON, Ad, Coll 
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WHITE WATER, From A1 

a televised news con- 
Clinton said he was not in- 
in “any way, shape or form” in 
to contain the Whitewater in- 

ition. 

Leach (R-Iowa), who released 
9gpuments he said support his alle- 
gations, said* that internal pressures 
Whitewater investigators become 
•S' intense as the findings of their 
TJfbbe became public that some have 
sought whistle-blower protection 
7?bm the RTC inspector general. 

{They want to be able to speak with 
•Whitewater special counsel Robert 
te. Fiske jr. without clearance from 
jtjjeb superiors, Leach said. 

^^Courageously, Kansas City inves- 
Jtigatorsijrefused to back the Wash- 
ington position that Madison’s losses 
iwere unrelated to Whitewater and 
{pointed out to their superiors that in 
{one intensely reviewed six-month 
{period alone, approximately $70,000 
{was transferred from Madison and 
jMadison affiliated companies to 
iWhitewaterf Leach said, 
i Documents released by Leach de- 
pict a trail of checks from businesses 
{owned bjrthe McDougals into 

f jWhitewjtet.the bulk of them writ- 

» XErcfa 1989. The documents show 

jajfe payments totaling around 

{$JO,000 coming from seven sepa- 
|r§te companies into Whitewater’s 

t ■•count. Madison failed in 1989 at 
inn ratimatbl taxpayer cost ci $60 
it Jmilbon. : • O' .*%*.*. ■* 

el { In-a 45^ninutc statement on the 
m {House floor, Leach presented feme 

t* jof the findings of rsamong uoramit- 
co <tee investigators who had been pre- 
; {paring foci routine committee over- 
tht {sight hearing yesterday that 
{Republicans wanted to use as a fo- 
by jrum to examine Madison and White- 
pnjwater. 

»• Leach’fthearing was abruptly can- 

» memo released by Leach.! 

SfcptecS). who has urged regula- "■ J*"» Breslaw toW her 
pofors to reject Republican requests 
aetpr documents and tokl administra- 
]pa banitihg officials they need not 


Presidential aide Bruce Undsey leaves after testifying to grind Jury. 


which the Whitewater real estate 
venture was believed to be a partici- 
pant. ■-!* v 

The session, at the Kansas City 
regional office of the RTC, took 
place the same day that RTC interim 
chief Roger C. Altman met with top 
White House aides to give them a 
“heads up" on the Madison case. 
That meeting and others have been 
strongly criticized as improper con- 
tacts because the RTC is supposed 
to be an independent regulatopr 
agency and federal laws prohibit dis- 
‘"closure of the contents of criminal 


foo/iswer Whitewater questions, 
boopach jttid he is disturbed by “un- 
tbe.ecedented tactics," procedural 
.ggpves and personal attacks, em- 
rcipdyed to Tceep the truth about Mad- 

to ^ from emer ging.* 

widesqibmg the RTCs handling 
ca ^pe Madison case, Leach said that 
hea I t gm -Lewis,- the senior mvestiga- 
evec ^n th* RTCs probe of Madison. 

by RTCseniof attor- 
Jawat ail mdsuffFeb. 

^She was asked about the?. . _ 

f a. probe into an efaboratgffieff*^^ "all documents fof- 

J^JJ^dting scheme at Madison in J^rded to Fiske, he said, and no 

oudi* 


that the RTCs interim deputy chief. 
Jack Ryan, and general counsel, El- 
len Kulka, would prefer to be able to 
say that Whitewater did not cause 
losses to Madison. The real estate 
venture maintained a Madison ac- 
count that bad been closely exam- 
ined by investigators and mentioned 
in in RTC request that the Justice 
Department open a criminal investi- 

' * ■ * a V - ^ 

Leach said that after Fiske’s ap- 
pointment in January, “Washington 
RTC officials imposed censorship 
-^^^on Kitoas City RTC env- 
~ officials insist- 


riiaai.vHons with Fiske were permit- 
ted without the presence of head- 
quarters officials. Vi 

Leach cited several previously un- 
disclosed instances of what some 
lawyers and investigators in Kansas 
City contend was improper interfer- 
ence from Washington. 

In one instance, lawyer Julie Yan- 
da and investigative supervisor Rich- 
ard Iorio filed a formal complaint on 
Jan. 5 about Madison questions put 
to them by a contract compliance of- 
ficer looking into Madison-related 
work performed for the RTC by the 
Rose Law Firm of Little Rock. An 
internal “e-mail" with notations from 
several investigators suggests they 
believed the contract officers were 
inappropriately seeking information 
about the genesis of the Madison 
criminal probe. -. 

Breslaw, a senior attorney based 
in Washington, hired the Rose Law 
Firm to sue Madison’s accountants 
on the government’s behalf in 1989. 
Breslaw has been criticized by some 
in the agency and in Congress for 
brushing off other employees' con-: 
cerns that Rose had serious conflicts 
of interest and should not have been 
hired. . |rr- 

' Rose lawyers, including former 
’ partner Hillary Rodham Clinton, 
represented Madison during the 
mid-1980s. * ” - 


HSTT- 

~ ’Mwithbene- 


Well. ?U 1 C3n m le l y ^alm^' w.th me. And M ^ 


he was honest 
can comment on. 

v™ know, in my expenence^u« 
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has charged that m Clinton 'jg 
i improper k>ans, : &Tdtiding one parffj 
buy Vwid; WS» Whitewater Involved ; 




million. The Whitewater 
Development Corp. 
maintained an account 
at the thrift 


by Bill and Hillary* 
Rodham Clinton, * 
together with the ^ 
McDougals. The ^ 
Clintons sold their- 
interest in 1992. ^ 


Foster Jr., Webber 
ed ^ 


The Rose Law Firm, ... 

L Hubbell and William H. Kennedy III were partners, represented — 
Madison in the mid-1980s. Then,- to the late ’80s and early ’90s, Ro$8 
represented the Federal Deposit Insurance Corp. and Resolution Trust*' 
Corp. when the RTC sued Madison accountants. Foster maintained a file 
onThe corporation in his office as White House deputy counsel. 

* ;«r 


Breslaw, who is still a member of 
the RTC team looking into possible 
civil claims against the Rose firm 
and others, met with Lewis in Kan- 
sas City on Feb. 2, according to 
Lewis's notes of the conversation. 
Through an agency spokesman, 
Breslaw declined to comment 
“April stated very clearly that 
Ryan and Kulka, the Tiead people’ 
would like to be able to say that 
Whitewater did not cause a loss to 
Madison, but the problem is that so 
far no one has been able to say that 
to them. She felt like they wanted to 
be able to provide an ‘honest an- 
swer* but that there were certain 
answers that they would be Tiappier’ 
about, because it would get them off 
the hook.... - *:■ ■ 

“She asked how we could getto a 
clear-cut answer as to whether or 
not Whitewater caused a loss to 
Madison. I stated that as far as I am 
concerned, there is a clear-cut 
loss. . .."the memo says. .• 

Lewis’s memo said she told Bres- 
law. that losses to Madison from the 
j Whitewater account alone “would 
- easily exceed $100,000. given that 
‘ $70,000 had gone out of the account 
' during the six-mooth window time 
frame" that investigators focused on. 

Transfers to the Whitewater ac- 
count at Madison were “essentially 
* unauthorized loans” by James 
McDougal, owner of Madison and 
co-owner with the Clintons of White- 
water, the memo says. Lewis said 
McDougal’s partners in Whitewater 
and other business ventures receiv- 
ing such transfers of funds “must 
have concluded that McDougal was 
making payments for their benefit,” 
since the real estate ventures were 
not bringing in cash but their mort- 
gages and loans were bring paid 
Altman and two other top Trea- 
sury political appointees have been 
Subpoenaed by Fiske to testify be- 
fore a grand jury investigating their 
contacts with top White House offi- 
cials about the RTC probe. ;*i 
Altman has said he communicated 
no substantive information about the 
investiga ti on ctf civil claim* arising 
out of Madison’s failure during his 
Feb. 2 meeting with White House 
deputy chief of staff Harold. Ickes, 
Hillary Clinton”! chief Of staff, Mar- 
garet William*, and other White 
House offirials.- . • 

Treasury .general counsel Jean 
Hanson has refused to comment on 
what she ^omgu m cat^to ^itc 

spokesman for the RTC.Mfl>Wh*»r 
Kulka, Ryan nor the agency would 
have any comment on Leach's alle- 
gations. 


GUIDE TO WHITEWATER » 

T he Whitewater controversy grew out of a triangle of business 
and professional relationships in the early and mid- 1980 s in 
Arkansas. Here’s how those Arkansas relationships overlapped, 
generating some of the questions being investigated by special c 
counsel Robert B. Fiske Jr. * 






2792 


Mrs. Clinton 


WHITfcwATER. From A1 

ment with the venture repeatedly has 
come into question because of 
McDougal’s ownership of a state-reg- 
ulated S&L during the time Clinton 
served as governor. Hillary Clinton 
represented McDougal’s thrift in the 
mid-1980s when it was seeking ap- 
provals from state regulators appoint- 
ed by her husband. 

.The documents released here to- 
<fcy were sent to McDougal from the 
Clintons after months of confusion 
a&out who maintained records for the 
corporation, which the Clintons and 
BcDougals formed in the late 1970s. 
The Clintons sold their interest back 
tQ McDougal in 1992 for $1,000. Offi- 
cials said the documents included 
some maintained by former White 
Ftouse deputy counsel Vincent Fos- 
ter, whose Whitewater records were 
removed from his office following his 
suicide in July 1993. 

•The 2,000 pages of documents 
fere released to nine news organiza- 
tions that paid $1,000—50 cents a 
(£ge — for what McDougal and his at- 
torney, Sam Heuer, said were copy- 
iCg and handling charges. Last week, 
tSey said they would be selling them 
®r $2 a page and using the funds for 
tycDougal’s legal defense, but after 
an outcry from news organizations, 
they dropped that idea. 1 4 
• The records included hundreds of 


pages of bank receipts showing 
monthly payments on Whitewater 
lots, as well as the corporation’s tax 
returns from 1980 through 1989. 

McDougal said in releasing the 
documents that they •totally exoner- 
ate them [the Clintons] from all 
charges that this is some sent of cash 


cow or some sort of Mafia front or 
whatever fantasy the Republicans 


have been able to create.” 

The Clintons’ personal lawyer, Da- 
vid Kendall, said that the documents 


•establish what we’ve previously said. 
Jim McDougal ran the company dur- 
ing most of its existence. In its later 
years, as we’ve said, with Jim 
McDougal unavailable and Susan 
McDougal in California, Mrs. Clinton 
by default took certain necessary I 
-steps to wrap up and wind down the 4 
.comp an y’s affairs." 



Jamas B. McOougal, the Clintons’ f 
tips his cap ootskta room where do* 


t£2)S 
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IOe corpuiauuu umuuuuim. — 
count at die thrift during the mid- 
1980s. 

Better said the faiUj to 

return to check ledgers and monthly 
statements on the Whitewater ac- 
count at Madison. Heuer said be is 
negotiating with Kendall to obtain the 
net of the records. 

McDougal said there were no large 
infusions of funds into Whitewater, 
bat, in fact, a list attached to the cor- 
pqrate tax returns contains referenc- 
e»to cash payments from companies 
that government investigators have 
described as McDougal “shdT corpo- 
rations with no business purpose. It is 
mjt dear where this money went 

{For example, in 1980 Great South- 
ern Land Co. paid $26,393 to White- 
wider for what were listed as “office 
s." Later that year, Pembrook 
e a $32,000 loan to White- 
water, getting $28,000 back a few 
months later. 

*A source familiar with the CEntoas* 
finances said Hillary CEntoo signed 
some land records for Whitewater in 
the last few years as an owner of the 
company. He said she was acting for 
Whitewater, not herself, on docu- 
ments that list Hillary Clinton as the 
seller of a Whitewater lot in 1990. 

.^That lot had been purchased origi- 
ndlyin 1984 by Clyde Soapes, a grain 
elevator operator from Graver, Tex^ 
according to the documents. He put 
$$t000 down on a $14,000 riv erfro nt 
kfc and made $244 monthly payments 
oQeast into 1987. Soapes planned to 
. bpd a r e tir eme n t home at White- 
after, his father said today, but got 
doc and could not continue his pay* 
meat s . "He lost the land about a year 
before he died* in 1990, Soapea’s fa- 
ther said. 

{{Many other Whitewater lot buyers 
ajfo lost their land when they were 
ufable to make the p a yme nts , the re- 
cgds released today show. Many 
wore made on installment plans — 
cfted "escrow sales” in Arkansas— 
u&h the title to the property to be 
ti ^ Mfeiied from Whitewater only af- 
tg the last payment is made. 


> into Whitewater, moat of it 
for interest pay ment s on the firm’s 
bank debt in the first few ye a r s . 


iSZl^ 
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hank regulators for their han- 
dling of a failed Arkansas thrift 
with ties to President Clinton. AT ODDS: Sen. Alfonse D’Amato 
Sen. Alfonse M. D’Amato of of New York (left) and Sen. John 
New York, the Senate Ranking Kerry of Massachusetts clashed 
Committee’s ranking Republi- over the Whitewater- allegations, 
can,- led the attack, accusing the Sen. Kerry ^defending Presi- 

agencies of stonewalling his ef- dent Clihton..— ... . ~.. «v 


forts to obtain information on 
Madison Guaranty Savings and 
ian. 

Sen. D’Amato cited a Feb.’ 2 
memo prepared by the RTC that 
discussed whether the Rose Law 
Firm of Little Rock disclosed its 
relationship with the defunct 
Little Rock thrift to regulators 
before representing the RTC in'a 
suit against Madison’s auditor.. 

Hillary Rodham Clinton was 
then a pitner in the law linn, as 

was Webster L. HubbeU, who is cuscd Republicans of exaggerat- 
now associate attorney general. 


extend it," he said. “It was just 
fortuitous that we did.? .. . 

An amendment attached to a 
supplemental appropriations 
bill .extends the. deadline until 

Political Motives Alleged 
Senate Ranking Committee 
deliberations . rarely have the 
- partisan edge evident at Thurs- 
day’s hearing. Democrats ao 


Statute of Limitations 
At the time the memo was 
completed. Sen. D’Amato and 
others were seeking an extension 
of the statute of limitations gov- 
erning civil liability in the Madi- 
son failure. 

. The statute was scheduled to 
expire on Feb. 28, and Sen. D’A- 
mato suggested, the RTC was 
withholding the memo until af- 
ter the deadline on civil suits 
had passed. 

“The RTC had no way of 
knowing that we were going to 


ing the importance of the case 
solely because of President Clin- 
ton’s involvement. 

“We are dealing here with 
politics,” Sen. John F. Kerry, D- 
Mass., said during one of several 
testy exchanges with Sen 
D* Amato. 

Sen. Kerry said Madison was 
not worth investigating because 
it was a tiny institution not af- 
fected by presidential policy. 
Many other institutions that 
cost taxpayers far more have not 
been investigated, he said, and 
Republicans have been silent on 


See D’AMATO: page 3 


By BARTON UCUUtx.l i 


In the latest flare-up of a de- 
bate over the competitive role of 

the Federal Reserve System, the 
National Automated Clearing 
House Association is challeng- 
ing a Fed plan to bid against 
banks for a big piece of federal 
electronic payments business. 

The Fed, as a major processor 
of automated payments, report- 
edly wants the. role of central 
processor in a system that will 
allow corporations to transmit 
federal tax payments electroni- 
cally,..- 

This Electronic Federal Tax 
Payment System is seen as one 
of the biggest funds transfer pro- 
jects ever undertaken, and a po- 
tentially lucrative source of fee 
income. 

. Banks Cry Foul- 

The Herndon, Va., clearing 
house association, known as Na- 
cha, and some of its biggest bank 
members, argue that it is inap- 
propriate for the central bank to 
go after a business that private- 
sector entities can perform welL 

A Fed official said only that 
the central bank is considering 
bidding but has not made a final 
decision. . ._ 

In letters to the Fed, Treasury 
Department, and Internal Reve- 


See NACHA page 16 
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the one they want to inves- 
tigate.” • 

GOP tome . 

Althrh Sen. D’Amato was 
most . .stent in his criticism, 
other Republicans on the com- 
mittee made it clear they are un- 
happy with the administration’s 
handling of the scandal that has 
come to be known as “White- 
watergate,” after a sour land deal 
in which Madison chairman 
James B. McDougal- and -the 
Clintons were involved. Some 


posits at Madison were improp- 
erly used to benefit political 
campaigns, including a reelec- 
tion bid by Bill Clinton when he 
was Arkansas governor. 

Democrats Critical, Too 
Several Democrats, while 
minimizing the importance of 
the controversy surrounding 
Madison and Whitewater De- 
velopment Corp., criticized the 
White House for not nominat- 
ing a permanent chief executive 
officer for the RTC Deputy 


stand how he could possibly 
have the time or energy to un- 
dertake two of the most de- 
manding jobs in government,** 
said Sen. Patty Murrey, D- 
Wuh. •• ... 

Treasury Secretary Lloyd 
Bentsen told the committee the 
administration would nominate 
a permanent CEO soon. Mean- 
while, he said, deputy CEO Jack 
Ryan will take over for Mr. Alf- 
man once the interim appoint- 
ment expires on March 31. □ 
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Bad to Worse 


I T’S A BAD sign when the president has to 
order his own statf to retrain from engaging 
in the sort of conduct most first-year law 
students would immediately recognize as im- 
proper. It really shouldn’t require a memoran- 
dum from Chief of Staff Thomas F. McLarty to 
get across the fact that White House officials 
have no business meeting with Treasury Depart- 
ment officials about the status of the independent 
Resolution Trust Corp.’s probe into the failed 
Madison Guaranty Savings and Loan. Especially 
is this so when the Clintons are named in an RTC 
criminal referral as potential beneficiaries of 
illegal Madison activities. The failure of so many 
important White House figures to get that mes- 
sage is sapping confidence in the administration’s 
handling of the Whitewater affair. 

Treasury officials, it now turns out. twice 
reported to White House superiors on the status 
of the RTC investigation. In one instance. Trea- 
sury general counsel Jean Hanson met with 
White House counsel Bernard Nussbaum to tell 
him about the RTC’s referral of the Madison 
failure to the Justice Department for investiga- 
tion of possible criminal activity. She also report- 
edly informed Mr. Nussbaum that the Clintons 
were named in the action but had not been 
ac cu sed of any wrongdoing. If any two officials 
should have recognized the impropriety of such 
discussions, it would be counsels for the White 
House and the Treasury Department. 

RTC policy on the confidentiality of its investi- 


gations is clear. Criminal referrals are restricted 
and privileged information: improper reiease couid 
jeopardize civil or criminal litigauon. How can 
administration lawyers not respect that prohibition? 

The second meeting, also held in Mr. Nussbaum s 
office, involved a discussion between White House 
and Treasury spin controllers on how to handle 
Madison press inquiries. Disclosure of this meeting 
and the earlier one comes on the heels of last week’s 
admission by Deputy Secretary Roger Altman that 
he had given a "heads up" to Mr. Nussbaum on how 
the RTC. which he runs, would treat potential civil 
Haim* springing from Madison. So confusion over 
how to negotiate the Whitewater ethical maze 
evidently isn’t limited to the White House. 

Treasury Secretary Lloyd Bentsen yesterday 
reinforced Mr. Clinton’s actions. In a statement 
Mr. Bentsen distanced himself from the amateur 
political operators in his department and instruct- 
ed Treasury officials “to have no contact with the 
White House about this case.” He also asked for 
an investigation by the Office of Government 
Ethics into contacts between White House and 
Treasury officials. 

Congressional Democrats have refused to hold 
hearings or to demand answers to legitimate 
questions about this affair. Naturally, the Repub- 
licans are having a field day. Mr Clinton lamely 
said yesterday. M I think it would be better if the 
meetings and conversations had not occurred.’* 
That's not the half of it. 
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Reno Supports Hubbeil, 
Says No Inquiry Planned 

RTC Begins Its Own Probe Into Billing 
By Arkansas Law Firm on S&L Matters 


By Michael Isikoff 
and Susan Schmidt 

WataMM fM sum Wmm 


Attorney General Janet Reno said 
yesterday she has full confidence in 
Associate Attorney General Web- 
ster L. Hubbeil and plans no internal 
department inquiry into questions 
about his past client billings and ex- 
penses at the Rose law firm in Li t tle 
Rock. Ark. 

Referring to a Washington Post 
story that first disclosed an internal 
law firm inquiry mio HubbeU's activ- 
ities. Reno said at her weekly news 
confere n c e that she “knew nothing” 
about the matter until this week and 
was satisfied once Hubbeil explained 
it to her. 

“My father taught me especially 
never to believe everything that you 
read in the newspaper that makes al- 
legations without at least one identi- 
fied source.” said Reno. “I have 
worked with Webb Hubbeil for a 
year now. 1 have been extraordinari- 
ly impressed with his honesty, his 
candor, his prof es sio n al ism , and the 
sacrifices he's making to serve the 
American people. 

Reno later compared the matter 
to a newspaper reporter being ques- 
tioned about his expense account. 
Her comments echoed those made 
by the White House on Wednesday 
and underscored the degree to 
which the Clinton administration is 
standing behind Hubbeil. a pivotal 
figure at Justice and a regular golf- 
ing buddy of President Clinton. 


But the Resolution Trust Corp. in- 
spector general’s office said yester- 
day it is beginning its own probe into 
the matter. RTC Inspector General 
John Adair said his office has b ee n 
asked by the agency's deputy chief 
executive officer. Jack Ryan, to audit 
Rose firm bills submitted to 'the 
agency on savings and loan cases. 
Adur said his office will also audit 
Rose bills submitted to the Federal 
Depose Insurance Corp. . .. 

The RTC and FDIC routmehrJnre 
outride law firms to sue officers, di- 
rectors. ywwinlMntm and bOROWCIS 
of frfl*** savings and loa n s. The Rose 
firm received 22 go v ern m ent con- 
tracts in savings and loan cases since 
1989 that so far have enabled the 
firm to bill S1.27 milfioo in fees, ac- 
cording to an Associated Press com- 
pilation. 

The billing records show that 
Rose lawyers charg ed the govern- 
ment between $75 an hour for junior 
associates’ work to $140 an hour for 
senior partners. HubbeU was one of 
a handful of senior Rose lawyers, in- 
cluding late deputy White House 
cou nsel Vincent Foster and HiQaxy 
Rodham Clinton, who performed 


such work. 

Sources dose to the Rose firm 
have said that HubbeU’s RTC bil- 
lings are among those being re- 


being questioned last week by his 
law partners about his fees in one 
RTC case, but said in a Wednesday 
statement: ”1 did not overbiil the 
RTC or any other clients." 


lOlO 
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R.T.C. Sues 
Law Firm 

Spaaaiui n» Nr» Vert Tub** 

WASHINGTON. Feb. 16 - A Fed- 
eral agency filed a $400 million law- 
suit today against Stretch Lang, a 
Phoenix law firm that advised a large 
savings and loan association that 
failed there in June 1989. 

The lawsuit is one of the largest 
ever accusing a professional firm of 
providing negligence or inappropri- 
ate advice to the management of a 
failed savings institution. 

The Resolution Trust Corporation, 
the Federal agency in charge of dis- 
posing of failed savings and loans, 
accused Streich Lang of negligence 
and breach of professional responsi- 
bility in the failure of the Western 
Savings and Loan Association. The 
failure has cost taxpayers a total of 
$2.7 billion. Stephen J. Kataanoa. a 
spokesman for the R.T.C. said. 

Preston J. Steenhoek. the manag- 
ing director of Stretch Lang, said the 
lawsuit was consistent with a pattern 
of Federal lawsuits against many 
professional firms. 'This litigation 
will have no negative economic im- 
pact on Streich Lang and will not 
affect our ability to serve our cli- 
ents." he said. 

Citing the pending legal battle. Mr. 
Steenhoek declined to discuss wheth- 
er the firm had been involved in anv 
wrongdoing. 


Grand Jury to Be Called 
On Clinton Land Deals 


By STEPHEN LABATON 


LITTLE ROCK. Arlc. Feb. 16 — The 
independent counsel Investigating the 
real estate investments of Bill Clinton 
and tits wife. Hillary, made his first 
court appearance today, obtaining an 
order to convene a grand jury that 
would be devoted solely to that case. 

The counsel. Robert B. Flske Jr., said 
he had asked that the grand jury be 
appointed to sit for 18 months to insure 
that the investigation would be handled 
"In A .prompt and thorough manner." 
His -request was granted in a closed 
session here with Judge Stephen M. 
Reasoner of Federal District Court. 

TBfc panel, to be composed of 23 
members, will be separate from an 
already-seated grand jury that meets 
here only a few days a month ahd has a 
full schedule of unrelated cases. Its 
term, also expires in June. 

’ "-Subpoenas Expected Soon 

Mfc.Flske said he expected that the 
new-grand jury approved today would 
sit more than the usual two or three 
days, a month to examine evidence, 
take' testimony and decide if Indict- 
ments were warranted. It is expected 
io subpoena important witnesses tn the 
nextJew weeks. 

The Clintons were partners in the 
Whitewater Development Comrwny 


An independent 
counsel moves to 
insure a ‘prompt’ 
investigation. 


with James B. McDougal. the owner of 
an Arkansas savings and loan that was 
(aken over by Government regulators 
in 1989. and his wife. Susan. 

Mr. Fiske and his staff will be inves- 
tigating. among other things, whether 
the institution. Madison Guaranty Sav- 
mga and Loan, improperly funneied 
money into Whitewater, a 230-acre va- 
cation home development along the 
White River in northern Arkansas, or 
into President Clinton's political cam- 
paigns when he was Governor of Ar- 

With the investigation beginning to 
gear- up, other Government officials 
said-today that Mr. Fiske Jiad decided 
to open offices in Washington and New 
York in addition to the one here. 

Mr* Fiske is seeking office space in 
Washington, the officials said, because 
many witnesses are there and because 
he will be looking into the circum- 
stances of the death of Vincent W. 
Foster Jr., the deputy White House 
counsel and a longtime friend of the 
Clintons who committed suicide last 
July. 


tew YarkTbiM. 

At his death, Mr. Foster had papers 
concerning the Whitewater Develop- 
ment Company in his office in the West 
Wing of the White House. The files 
were never included in an inventory of 
Mr. Foster's office but were sent by the 
White House counsel. Bernard W. 
Nussbaum. to the Clintons' personal 
lawyer, David Kendall. 

Last month, the White House said 
Mr. Kendall had turned the files over to 
the Justice Department, along with 
other documents it had subpoenaed. 

Mr. Fiske has already announced his 
intention to take sworn testimony from - 
the Clintons, and prosecutors from his 
office are certain to be interviewing 
other officials at the White House and 
Justice Department. 

Near York Office Planned 

A much smaller office is to be opened 
In New York. It will be used to store 
documents and as a meeting place 
when Mr. Fiske, a Wall Street lawyer 
with Davis, Polk fc Wardwell and a 
former United Slates Attorney from 
Manhattan, as well as other prosecu- 
tors from New York, return to their 

Associates of Mr. Fiske say he has 
been recruiting lawyers from Manhat- 
tan but has not confined himself to New 
York. Lawyers at the United States 
Attorney’s office in Manhattan say he 
has already selected two former assist- 
ants from that office. Julie O’Sullivan 
and Denis Mclnemey. . 

Ms. O’Sullivan is a former Supreme 
Court clerk for Justice Sandra Day 
O'Connor who worked with Mr. Fiske 
in New York. Mr. Mclnerney, who also 
worked with Mr. Fiske. was a clerk for 
Federal District Judge Kevin Thomas 
Duffy of Manhattan. Last month he 
helped win an important Federal fraud 
and conspiracy case in New York 
against the Cooper Companies, a mak- 
er of contact lenses and eye-care prod- 
ucts. for making illegal use of advance 
information about a mutual fund's 
bond dealings. 

Mr. Fiske. who has tried to avoid 
publicity since arriving here shortly 
after being selected by Attorney Gen- 
eral Janet Reno on Jan. 20. said today 
that he expected to announce the ap- 
pointment of his top staff members 
next week. 

In recent weeks he has been briefed 
by the prosecutor formerly working on 
the case for the Justice Department 
That investigation was called off with 
the appointment of Mr. Fiske; the in- 
formation it had developed was to be 
turned over to him. 

Lawyers have begun to show up at 
the new suite that Mr. Fiske rented one ■ 
floor below the local offices of the Fed- 
eral Bureau of Investigation. The book- 
cases in the suite remain barren, and i 
telephones and lights are being in - 1 
stalled. ; 
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Whitewater 

Investigation 

Outlined 

Counsel Tells Judge 
Clinton-Thrift Probe 
Could Take 1 1 h Years 

By Susan ochnndt 

Special counsel Robert B. Fiske 
Jr. told a federal wdge yesterday lus 
investigation ol President Clinton s 
Whitewater real estate venture and 
ties to a laded S&L may last 18 


monutt. wtw ■ 

documents and involve 20 or more 
investigators. 

After meeting with Fiske behind 
closed doors. U.S. District Court 
Judge Stephen M. Reasoner m Lit- 
tle Rock. Ark., agreed to empanel a 
special grand lory to eadusjvelv 
handle the federal probe of Madison 
Guaranty Savings & Loan, and the 
Whitewater Developme nt Co rp. 
real estate venture, a corporation 
joatiy owned bv President and Hil- 
lary Rodham Clinton. Madison own- 
er James McDougal and his former 
wife. Susan. 

“The duties of any grand lury/ifv 
vesugaung this matter are much 
more extensive than the court had 
previously envisioned.* Reasoner 
said m his order. 

Early this week. Fiske s office 
served a subpoena seeking a wide 
range 01 documents on the Rose 
Law Firm, where Hillary Clinton 
and several high-ranking adminis- 
tration oificials were once senior 
partners. They include Associate 
Attorney General Webster L. Hub- 
bell. assistant White House counsel 
William H. Kennedy III. and Vin- 
cent Foster, the deputy White 
Home counsel who committed sui- 
cide last July. The scope ol Fiske » 
work includes looking at how the 
investigation into the Foster suicide 
was handled bv the White House 
and law e m or cement otneuis. 

Roae nrm lawyers did legal work 
relating to Madison. Hillary Uinton 
represented Madison during the 
mid-1980s when it sought regula- 
tor? approval for a stock plan from 
>ute oifiaals. McDougal. a long- 
time Clinton tnend. has said he 
placed the Rose nrm ,,n * 

$Z.QOO-»-nionih retainer 

Clinton complained to 
hun about his family finances. 

liubbell represented the govern- 
ment when it sued Madisons ac- 
countants lor malpractice in 1990. 
The Federal Deposit Insurance 
Corp. has been examining whether 
Hubbeil and the Rose lirm properly 
disclosed possible conflicts ol inter- 
est in hanoiing the case. 

Alter his meeting with Reasoner. 
Fiske told reporters m Little Rock 
that k was necessary io ask lor a 


pecui grand lurv ’because oi the 
mportance oi this investigation and 
the importance oi doing it as oiucalv 
,nd as thorougnlv as possible." 

In his order. Reasoner said that 
even u the regular grand iury was 
asked to extend tts term until the 
end of the vear. it would not be able 
to complete the investigation. 
Those grand mrors. who have al- 
ready begun work on the White- 
water investigation. initially 
thought they could do the job. Rea- 
,ooer wrote, but believe »t would be 
impowble now that the ‘actual 
scope and magnitude of the duties 
that would be involved in such a 
task has become more apparent.* 
Reasoner asked James Burnett, 
the foreman ol the grand iury, to 
attend his meeting with Fiske. Bur- 
nett served as head of the National 
Transportation Safety Board under 
Preadent Ronald Reagan. 

in addition to the criminal inves- 
tigation going on m Little Rock, a 
special civil task force assembled bv 
the Resolution Trust Corp.. the fed- 
eral agency charged wuh oversee- 
ing the S&L crisis cleanup, has 
been working feverishly in Kansas 





as lawvers trom tne nrm oi 
. .r, Madison dt Sutro hired 
contract bv the RTC. are 
poring over Madison tiles io see if 
there are anv civil claims that can 
>tiii be brought against Madison 
attorneys, uincials or borrowers. 
The statute ol limitations on some 
potential civil claims expires on 
Feh 23 jive year s io the oav alter 
Madison laiicdand was taken over j 
bv the gove ™ m - n l 

sun poena delivered this 
•veefc to tne K>im- nrm sougnt infor- 
mation on i J page list ol entities 
•no individual}, according to unowl- 
i-ngeable sources. The list was sim- 
,!.ir to one contained in a subpoena 
<-rved last month on Arkansas Gov. 
fun Guv Tucker tl». according to a 
-ource wno has seen both subpoe- 
nas. In addition to documents re- 
1 1 ung to Madison and Whitewater, 
tne Tucker suopoena sought mate- 
rials on President t-lmton. Hillary 
Uinton ana Uinton campaign funds. 


Rom firm Managing Partner 
Ronald Clark coukl not be reached 
for comment on the subpoena, but 
he said in an interview last week 
that the firm was collecting docu- 
ments in anticipation of one. 

"We are investigating anything 
and everything that has to do with 


mare 

investigating 
anything and 
everything that has 
to do with Madison 
and Whitewater 

—Ronald Clark 
Itoaa firm managing partner 

Madison and Whitewater.' >aid 
Clark. 

Among the materials being pre- 
pared by the Rose lawyers and 
nought on the Tucker subpoena 
were documents relating to P.O.M. 
Inc., a large parking meter manu- 
i.ictunng firm that was owned until 
recently by Seth Ward. Hubbeli's 
Uther-tiHaw. and is now owned by 
Wards son. Seth Ward It. Hubbeil 


was P.O.M/s lawyer, and court doc- 
uments show that Hillary Clinton 
did work for P.O.M. as welL 
P.O.M. was a Madison borrower, 
and Seth Ward was a Madison em- 
ployee. In 1985. P.O.M. was the 
first company to rec ei v e a special 
"private activity hood* under a pro- 
gram initiated by Clinton when he 


Other individuals and entities 
listed on the Tucker subpoe na re - 
lated to partnerships and corpora- 
tions created by Madison owner 
McDougal. several Madison insid- 
ers and borrowers, and materials 
related to Capital Management Ser- 
vices Inc., a venture capital com- 
pany that received federal funds 
from the Small Business Adminis- 
tration. 

Capital Managements owner. 
David Hale, is facing a trial on crim- 
inal fraud charges by Fiske’s office 
this spring. Hale has alleged that 
Tucker and Clinton pressured hun 
io make SBA-funded loans to help 
Madison, including a $300,000 
loan, part of which ended up financ- 
ing a Whitewater land transaction. 
Tucker and Clinton have denied 
pressuring Hale for the loans, and 
Clinton has said he remembers no 
such conversations where such 
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Special Counsel Seeks Grand Jury 
In Probe of the Clintons’ S&L Ties 


WHITEWATER. From A1 

special grand jury “because of the 
importance of this investigation and 
the importance of doing it as quickly 
and as thoroughly as possible.” 

In his order. Reasoner said that 
even if the regular grand jury 
asked to extend its term until the 
find of the ydajcUt would not be able 
irt. com’plerc'.'the' investigation, 
^tfose grand jurors, who have al- 
Tpady begun work on the JWhite- 
Water ’j^Mi^gatioh. s 4 Initially 

thought they corn do the job. Rea- 

* sonar wrote/but believe it would be 
impossible' how r that the “actual 
scope and magnitude of the duties 

^ that would be involved in such a 
task' has become more apparent!" 

; v Reasoner asked James Burnett, 

• the foreman of the grand jury, td‘ 

* attend his meeting'with Fiske. Bur- 
| nett served as head of the National 
■ Transportation Safety Board under 

• President Ronald Reagan. 

In addition to the criminal inves- 
; ligation going on in Little Rock, a 

• special civil task force assembled by 

* the Resolution Tnist Corp., the fed- 
•’ eral agency charged with oversee- 
ing the <S&L crisis cleanupr has 

been working feverishly in Kansas 

City for the past several weeks. 

RTC investigators and lawyers, 
as well as lawyers from the firm of 
Pillsbury. Madison & Sutro hifed 
under contract by the Rip. are ^ 
poring over’ Madison files to. see if ~ 
there are any civil claims that can 
still be brought against Madison * * 
attorneys; officials or borrowers. 
The statute of limitations on some 
potential civil claims expires on 
Feb. 28. five years to the day after 
Madison failed and was taken over 
by the government. 

The subpoena delivered this 
week to the Rose firm sought infor- 
mation on a 2 ‘/ 2 -page list of entities 
and individuals, according to knowl- 
edgeable sources. The list was sim- 
ilar to one contained in a subpoena 
served list month on Arkansas Gov. 
Jim Guy Tucker (D), according" to a 
source who has seen both subpoe- 
nas. In addition to documents re- 
lating to Madison and Whitewater, 
the Tucker subpoena sought mate- 
rials oo President Clinton. Hillary 
Clinton and Clinton campaign funds. 


-wvat*-. 

1 Robert B. 
after federal Judge agreed 


Fiske Jr. talks to reporters outside courthouse 
empanel grand Jury to review Whitewater. 

U * “ 

firm: Managing Partner. 


Rose 

Ronald Clark could not be reached 
for comment on the subpoena, but 
hfc-said in an - 'interview last week 
That: the firm was collecting docu- 
ments' in anticipation of one. - 

" *\ye «re investigating anything' 

Tkad everything that has to do with 

** y*** . ' . - • i 

“ are i t 
investigating:: < 
anythmg ana 
everything that has 
to do with Madison 
and Whitewater 

I. '''^Ronald Clark. 
Rom Una manag in g partner 

Madison and Whitewater.” said 
Clark. • 1S 'V>. . - 

v Among the materials being pre- 
pared by the jtoee lawyers and 
sought on the’TcEker subpoena 
were documents relating to P.O.M. 
Inc., a large parking meter manu- 
facturing firm that was owned until 
recently by Se$h Ward, HubbeU’s 
father-in-law. and is now owned by 
Ward’s son. Seth Ward II. HubbeU 


was P.O.M.’s lawyer, and'court doc- 
uments show 'that . Hillary CKfiton 
did work for’P.O.M. as well. " 

was a Madison borrower, 
"and Seth. Ward was a Madison'ein- 
ployee. In 1985. P.O.M. was fthe 

first company to receive a special 

“private activity bond” under a pro- 
gram initiated by Clinton when he 
was governor . V . 

Other individuals arut enfines 
listed bn the Tucker subpoena re- 
lated to partnerships and cbijora- 
tions created by Madison owner 
McDougal. several Madison fisid- 
ers and borrowers, and materials 
related to Capital Management Ser- 
vices Inc.. a venture capital Com- 
pany that received federal hinds 
from the Small Business Adminis- 
tration. r 

Capital Management's owner. 
David Hale, is facing a trial onxfim- 

inal fraud charges by Fiske's office 
this spring. Hale has alleged that 
Tucker and Clinton pressured hin 
to make SBA-funded loans to hell 
Madison, indnding a $300, 00( 
loan, part of which ended up financ 
ing a Whitewater land tranaictior 
Tucker and Clinton have^lenfe 
pressuring Hale for the loans, an 
“Clinton has iaid tie remembers n 
such conversations where sue 
loans were discussed. 
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Editorial 

Who Is Congress? 

Thai’s a question Rep. Jim Leach (R-Iowa) may soon ask the couns to 
decide. He plra to fUe a lawsuit challenging the refusals of the Office of 
Thrift Supervision nd the ReaotutiooTnm Corporation to give him docu- 
menu related to the Whitewater and,Madison Guaranty scandal. It is the. 
practice of federal agencies to release confidential documents only to the- . 
chairmen of Gougressioaal committees. Since Rep. Hemy Gpnzriez (D 1 . 

Texas), cfaaiiman of foe Banking Cfrnmittce, declined Leadi’s'invitaooa to 
request the documents himsdf, Leach, the Banking ranking member, is out of 
luck, It was a bruising rejection. An OfrS spokesman told Roll Call, “We are 
treating it as a request under FOIA and win make our decision consistent with 
the long-standing position, of all federal agencies, which is that examination 
reports and related documents are confidential and not subject to public 

Certainly, Leach is not Just a member of the public. He is a Member of 
Congress, and as such, should be granted more access to government infonna- 
tion than the public That's not to say; however, that all Members are equal 
As former House Counsel Steve Ross rightly notes, the House’s investigative 
authority is vested in its committees, and panel chairmen are elected by the 
majority patty in the House. In other words, majority rules. Assigning Leach 
the same privilege that is normally reserved for committee chainnen would 
open the floodgates for any Member — minority or otherwise — to request 
confidential documents. Deciding who in Congress has that power should, in 
fact, be up o Congress — not the executive or judicial branches. 

dearly, OTS and the RTC should have used more tact in dealing with 
Leach; labeling him a member of the public makes bad political sense. Instead, 
theagendesshouldhaveputtheonusonGonzalezhytellingLeachthaithey-' 
were very sooy, but k was up 10 the chahman to decide whether to request 
documents. That, let Conzaleet^ Leach he must file a Reedom of htibnnaK ’ 
tion Act request. . r ••■jv. 

The stakes are high. Ai Lcach saidylbe outcome of this dispute “could prove 
more significant” than the: Whi t ewa tn ra candal itself. And Leach may have 
preceden t on his side. A 1979 <V t m>rin,Miirphy v. Department of the Army; 
said, “It would he an inappropriate intrusion into the legislative sphere tor the 
couitt to detide.~only the chabmai of i committee shall be regarded as the 
official voice of the Congress for p urp os es of receiving such information, as 
distinguished from its ranking minority member, other committee members, or 
other members of the Congress.” It could get interesting if Leach makes good 
on his threat to pursue the case through legal channels. 

Leach argues that withholding the documents violates the system of checks 
and balances. In this case, that’s true. Democrats control the White House and 
Congress, and therefore, can deny the opposition party access to information it 
may warn to use against them. And as Leach said last week, “It is conceivable 
that sometime in the next half century the Republicans might be in the majori- 
ty, and the precedents being set might be helpful [to Democrats].” Of course, 
in that case, would Leach warn Democrats to have the very privilege he’s 
asking for now? 


littof *Top Senate Franken of ’93.” 

Theauthoreofthearticfeshouklbecrec 
iied with m attempt lo balance their anal' 
ris by retaliating the “saturation per at 
dress’’ in each Senuor’sstate rather thank 
simply reporting the total costs per offta 
Unfortunately, the effort to address or 
Mrtisiirul dimuon reemsto have respite 
in the unintended c on s equ e nc e of distor 

jfl g thg t w twrif* in « nnth« ll i f ff liffll 

Obviously, the effort to provide "bal 
jrttaf in snsirtral reporting mean tfe 
"several d m hem rant 'States are no* 
labeled as heavy user* (read "abusersT)c 
theirank. Of the 19 Senators on your listc 

"Top Fnuken,” seven of ns tepreser 
states with populations leas than SSOjOOt 
All but seven of the list of the “top" 1 
Senators tail from sates with populatior 
of less than two million. 

AU members of the Senate havertleast 
minimal a m ou n t of mail that goes out — 
regardless of the lire of our constituency 
For example, a press release mailed loth 
Loak (Wyoming) Herald costs as much t 
mail as ooc to an eastern a e wspap er (and 
don’t send them modi stuff!). Which c 
these equally priced mailings is likely t 
reach s larger audience? 

So when Las a Senator from this corn 
try’s imallrrt congressional district, ma 
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‘Tough’ federal lawyer went 
soft on Hubbell in S&L case 


0 / 


A government lawyer considered 
. Hardliner against law-tirm con- 
victs oi interest took relaxed stands 
<n the role of the Rose Law Firm's 
Webster L. Hubbell in a $10 million 
lawsuit to recoup taxpayer losses 
from Madison Guaranty Savings 
and Loan Association. 

Little Rock's Rose ttrm — whose 
partners included Mr. Hubbell. Hil- 
lary Rodham Clinton and the late 
Vincent W. Foster Jr. — handled the 
Madison-reiated case despite its car 
her efforts to keep the Arkansas 
thrift afloat and Mr. Hubbeil's fam- 
ily ncs to Madison. 

Rose cook over the S 10 million law- 
suit against Madisons auditors. 
Frost and Co., from a Memphis law 
firm, moving the case out of state 
courts and into federal court. The 
Federal Depoeu Insurance Corp. 
FDIC1 accused Frost of being re- 


Apni B reslaw, as an FDIC staff 


Miss fl reslaw. A3, whose duties 
were switched in 1992 from the 
FDIC to the Resolution IVust Corp. 
' RTO. which handles the S&L bail- 
out. did not respond to requests to 
both agencies lor interviews. 

Throusn an RTC spokesman, snu 
vaid vesteraav she vouched for Mr. 
Hubbell because she "was assured 
to her satisfaction that he had no 
conflicts of the type that led her to 
instantly remove from the case a 
Memphis law firm. Gemsh and 
McCreary the attorney of record 
hired by Madison. 


That is one of our Otggest no- 
nos. " a senior FDIC official said yes- 
terday. speaking aoout the case on 
the condition ot anonymity. 

Mr. Hubbeil’s father-in-law. Seth 
Ward, was an officer of a Madison 
real estate subsidiary. Madison Fi- 
nancial Corp.. at the tune Mr. Hub- 
bell agreed to handle the FDIC case. 
Mr. Ward's involvement with Madi- 
son Guaranty, sources say. was well 
known then. 

Me Ward defaulted on more than 
S587.000 In Madison Guaranty loans 
and was considered by the govern- 
ment to be a prune offender in the 
abuse of Madison funds, according 
to Federal Home Loan Bank Board 
records. He was in Imitation with the 
failed thrift when the government 
took it over on March 2. 1989. at a 
cost to taxpayers of $50 million. He 
later settled the case. 

“She (Miss Bresiawi said Mr. 
Hubbell stated in writing at some 
point that he would not and did not 
represent Seth Ward." the RTC 


The general concern about Mr. 
HubbeiL originated by M a dison Un- 


committed suicide July 20. con- 
cealed the Rose firm's representa- 
tion of Madison in order to take over 
the Frost case and its S400.000 fee. 

Mr. Fosters nine-page letter on 
Feb. 28. 1989. soliciting the case said 
in part “the Firm does not rep res ent 
any savings ana loan association in 
state or federal regulatory matters" 
and listed what he called previous 
specialized matters that did not in- 
clude representation by Hillary 
Rodham Clinton, then a Roes part- 
ner: before a state regulatory agency. 

In that case. Rose lawyers relied 
heavily on Frost audits, which they 
Later attacked in the FDIC lawsuit. 

The current investigation looked 
into Rose's cl aim the information 
waa given oraiiy. which FDIC law- 
yers dont recall. But the federal 
agency asserts it “would not be 
viewed aa a disqualifying conflict" 
even if it were known. 

^Whea Miss B reslaw went to bat 
for Mr Hubbell in 1989. the fended 
off challenges from within the FDIC 
questioning his loyalty to FDIC and 
Reae conflicts. - — 

"Another thing to keep m mind is 


conflict of int erest , int er v e ned on 
behalf of Me Hubbell in 1989. ac- 
cording to FDIC records. 

Mr Hubbell. a close -friend of 
President Clinton's, is now associate 
attorney general and the No. J ol- 
ftciat at the Jusuce Department. 

FDIC investigators may shed 
light when they report, per- 
haps today on a probe of two possi- 
ble conflicts of interest in the Rose 
firm's takeover of the FDICs sun 
against Frost, whose audit was used 
by the Rose firm to persuade state 
regulators to allow the failing inn ft 
to stay open. 

While Mr. HubbeiL Rosa a manag- 
ing partner, and Miss Breslaw ap- 
pear to know each other only 
through a prior case Rose handled 
tor the FDIC. documents show that 
she: • 

• Brushed aside repeated internal 

challenges to Mr. Hubbetl s lovalt v to 
FDIC with personal assurances he 
would not disclose confidential in 
formation to family members with 
ties to Madison. ___ ** 

• Vouched in wntmg for the Rose 
firm* performance in the "other 
FDIC case— Corning Bank/Manatt. 

• And inexplicably approved a SI 
million settlement with Frost, al 
though it had S3 million in lubiiitv 


that he might pass on confidential 
information from ■ bank strategy 
book to Mr. Ward, or his son Seth 
Ward II. who had a separate lawsuit 


In a June letter to David Paulson, 
managing agent of the M adis on con- 
servatorship. Miss Breslaw dis- 
missed the nsk and said: “For one 
thing. Hubbell does not represent 
Wbrd" and would not do so in the 

Mr-' Hubbell never made such a 
broad promise, and his letter prom- 
ising not to represent Me Ward or 
tusaooui matters involving Madison 
was written five days after Miss 
Breslaw passed along the assur- 
ances she now says are based on that 

letter. " 

,_rl have no intention of represent-. . 
mg Mr. Ward or his son ui the future 
concerning any matter relating to 
Madison Guaranty." Mr. Hubbell 
wrote to Mr. Paulson. 

Miss Breslaw allowed Rose to take 
control of the Frost case because she 
claimed conflict of interest by Mem- 
phis' Gemsh and McCreary firm. 
—That firms senior partner: Jeff 
Gemsh. is a former FDIC official 
who specializes in defending offi- 
cers and directors of failed S&Ls. 

Through the RTC spokesman. 
Miss Breslaw said yesterday Mr. 
Gemsh opposed the government in 
(he Coming Bank/Manatt case in 
which Rose represented the FDIC 

The Frost case, however, was be- 
ing handled by F Guthrie Castle Jr. 
i hen part of a separate two-man firm 
loosely associated with Mr. Gemsh. 

Miss Breslaw s assertion of major 
conflict by the Gemsh firm was de- 
nied by Mr. Castle, now ■Demo- 
cratic candidate for Congress in 
Memphis, who said his firm was 
hired to bring the original lawsuit 
-because they couldn't find a lawyer 
in Arkansas without a conflict." 

FDIC Investigators aim «re < 
mg tn® -whether -Mr Fos« the 
White House deputy counsel who 


Frost matter ts Rick Donovan, not 
Wsbb HubbeiL ... Some of his In* 
. laws' think that we owe them money 
and one of his law firm psrtnms has 

"l am not inclined to take a 
$10,000,000 case sway from counsel 
that has obtained fine results for me 
on ocher matters." she.-wrota in a let- 
ter to an FDIC official. who wa n ted 
Me Hubbeil's firm taken off the 

Despite Miss Breslaw* assertion 
.'that Mr. Donovan was thevFDIC* 
lawyer. Rose bills "shomsd Mr. 
Donovan* billings on hr* Mt higher 
than those of Mr HubbefLorbo re- 
peatedly charged theigurannnew 


. jnRooe. telephone logs4ron*\Marcfa 
27 to June. 27. submitted with bills, 
show no discussion on matters of 
conflict. Despite firm gownnnem 
pokey banning payment for resolv- 
ing conflicts, however. Miss Breslaw 
approved Mr. Hubbeil's billing for 
writing a letter doing exactiythaL 
Another billing fora con s ult a tion 
between Me Hubbell and David L. 
Hale, a former Little Ro ck . - fr idge 
'who has since implica t ed M e C linto n 
•' in obtaining and channeling an im- 
proper $300,000 Small B utin— Ad- 
ministration loan. - 

Other records obtained by 'The 
Washington Times show Me Hubbell 
as the attorney of record in tbs Frost 

The conflict issue was nraised 
anew on Aug. 10. 1989. by -FDIC 
credit special ut Ken Schneck. - 
"I would like someone with a 
wider scope or authority to renew 
the situation and possibly e" 
this conflict.” Mr Schneck w 
patently to no avaiL 
An official f a m ilia r withg 
moot attempts to get (he e 


1980s suggested the daui t^n^ sn 
.n;«n the Madison case ley wuBthst - 
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S&L director 
gave to Clinton 


in son s 


By Jerry Seper 

tufcwm wB TO H UMn 

A S3400 campaign donation from 
a 24-yeeroid college student to help 
Bill Clinton retire 1984 gubernato- 
rial campaign debts actually came 
from the student* fathec a director 
at Madison Guaranty Savings and 
Loan Association, the t hrift* owner 
told an Arkansas lauryee 

James B. McDougal. the focus of 
a federal investigation into- allega- 
tions of loan fraud and the diversion 
of S&L money to Mr Clinton* cam- 
paigns, toid the little Rock lawyer in 
a March 1992 con v ersat ion that the 
donation — a cashier* check pur- 
portedly signed by sadam Ken Pea- 
cock — actually was made by 
Charles D. Peacock, a Madison di- 
rector and shareboidee 

In the tape-recorded conversa- 
tion, a transcript of which was ob- 
tained by The Wbahington Times, 
Me McDougal acknowledged that he 
was aware of the arrangement 

“That crazy Charles Peacock — 
yea know him? Charles was a direc- 
tor .. . and. by the way he cant be 
anything you might say (wasl crit- 
ical of the Clintons . . . because the 
night we gave him (Me Clinton I that 
money he gave him S3JJ00,” Me 
McDougal said. ! 

Charles Peacock c onfir med yes- 
terday that he wrote the checkin his I 
son* name. I 

Law enforcement sources said in- 1 
vestige tors are aware of the ques- i 
tionable Peacock check. They said 
the probe, now being turned over to 
special counsel Robert 8. Flske Jr., 
sought to establish whether Madison 
funds were used illegally to benefit 
Me Clinton* campaigns or whether 
S&L officials improperly diverted 
money to the governor. 

The Resolution Thist Corp., which 
oversees failed S&Ls. was the First to 
question whether money rau«rby 
Me McDougal at an April 198S fund - 1 
raiaerwaa appropriate. The Peacock I 
check was among several listed ut a 
criminal referral sent by the RTC to 
the Justice Department 

The S3.000 donation came during 
an April 4. 1985, fund-raiser, or- 


name 

ranged by Mr. McDougal, at Madi- 
son* Little Rock headquarters. 

About $35,000 was raised and 
given to Me Clinton to help retire a 
$50, 0 00 personal note the go v e r nor 
and his wife, Hillary Rodham Clin- 
ton. had taken from an Arkansas 
bank to finance the successful 1984 
race. 

About 100 people attended the 
fund-raises; in Madison* lobby. Most 
of them were Madison stockholders 
or officers of the S&L. 

Me Peacock, a Madison director 
from 1983 to 1985, said yesterday in 
a tatepfaone interview from his farm 
in Bald Knob. Arit, that despite vig- 
orous denials in December and Jan- 
uary about his involvement in the 
donation, be now recalls "***""1 out 
the check to Mr Clinton in his son* 
name without the younger Peacock* 
knowledge. 

Ashed why he previously said he 
knew nothing about the check in in- 
terviews with The Washington Post 
and New Yorker magazine, both of 
which wrote stones about the 53.000 
donation, he said: “I felt it wasn't 
anybody* business what I did. 

“ Pm not like you guys in the media 
Laying around in some swanky hotel 
in little Rock.” he said. “I’m out here 
on the farm wading in the mud. and 
I don’t feel like I have to tell anybody 
anything. 

“Besides.” he added. "I’m a politi- 
cian. and as a politician 1 have the 
prerogative to lie whenever 1 want." 

Initially saying that he was a long- 
time Republican and had “ne v er” 
supported Me Clinton. Me Peacock, 
asked why he gave money to a Demo- 
crat. said. “Because he was running 
for president.” 

Reminded that the donation came 
in 1985 for Me Clinton s 1984 guber- 
natorial race, he said, “I guess I 
changed my mind.” 

Mr. Peacock would not discuss the 
McDougal tape, saying only that he 
expected he would “get to talk to fed- 
eral investigators about the check” 
at some point. 

Federal records show that Mr. 
Peacock was not only an officer and 
shareholder at Madison, but also a 
major borrower. A March 1986 Fed- 
eral Home Loan Bank Board report 
said the thrift had lent more than 
$393,000 to businesses involving him 
and members of his family. 

Ken Peacock was not available for 
comment yesterday. He told The 
Post in December that he had not 


The taped co n vers a tion took place 
March 24. 1992. in Little Rock at- 
torney Sheffield Nelson* office after 
federal investigators had begun to 
;look into purported loan irregu- 
larities involving Madison. Mr. Nel- 
son. a Clinton critic and unsuccess- 
ful Republican opponent in the 1990 
Arkansas gubernatorial race, said 
the conversation was tape-recorded 
at Me McDougal* request. 

Me Nelson, who never was Mr. 
McDougal* personal lawyer, said he 
agreed to the meeting after Me 
McDougal asked him for help in get- 
ting information to the media during 
the 1992 presidential campaign 
about Mr. Clinton and others with 
ties to Madison. Me Nelson was not 
the source of The Times’ transcript 

” He toid me to get the information 
passed on.” Me Nelson said. "He said 
he wanted it in the hands of some 
people in the press. And that* what 
I tried to do. nothing more.” 

In the transcript Mr. MipougaL 
a business partner of the Clintons in 
Whitewater Development Corp., also 
aid the couple lied about losing 
$68^00 in the northern Arkansas 
real estate venture. The loss was re- 
ported by the Clintons after White- 
water surfaced as a presidential 

” I wmced that arnde yesterday in 
Tha Post where some guy there just 
the Clintons’ $68j000,” Me 
Moiviipi said. “I could sink it 
quicker than they could lie about it 
if I could get in a position so 1 
wouldn't have my bead beaten off. 
And Bill knows that.” 

The conversation was recorded a 
day after the Clintons released an 
audit saying it substantiated their 
Whitewater losses. The losses were 
outlined in a report by Denver law- 
yer James M. Lyons, a Clinton ally 
who worked in the campaign. He 
was appointed by Me Clinton m Oc- 
tober to a government advisory 
panel seeking peace in Ireland. 

Me Lyons has since acknowl- 
edged that the audit was based on 
incomplete records and that he 
never spoke with the McDougals 
about it. 

In the conversation with Mr. Nel- 
son, Me McDougal also said that Da- 
vid L. Hale, owner of Capitol- 
Management Services Inc., a Little 
Rock lending company, was manip- 
ulated for Small Business Adminis- 
tration loans and that information 
given to him for the loans often was 
’fraudulent” 

Me Hale, now under federal in- 
dictment for unrelated SBA loans, 
has said Mr. McDougal and Mr. Clin- 
ton pressured him during a March 
1986 meeting for a $300,000 SBA I 
loan to Mr. McDougal* wife at the 
time. Susan. The loan was never re- 
paid. and SI 10.000 of it eventually 
went to Whitewater. 


made any such donation. 

White House senior adviser 
Bruce R. Lindsey did not return calls 
to his office for commem yesterday. 
Administration and campaign offi- 
cials previously have said they were 
not aware of any discrepancy involv- 
ing the Peacock donation. 

Mr. McDougal also was unavail- 
able. His Little Rock attorney Sam 
Heuer also did not rettnffcilljfto his 
office for comment 


iSn U 
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Democratic 
leaders lower 
resistance 
to hearings 

By Pa ul M Rodnguez 


Speaker Thomas S. Foto* yes- 
terday appeared to eaae their 
MKM Mi tfclH tn t uu mw i on the 
Whitewater Madison affair 
amid charges by RepubU 
that they are involved in a a 


Rap. Henry B. Gonzales, 
chairman of the Houae Banking 
Committee, wu the first smona 
senior Democrats to soften his 
im»t against such hearings, 
which arc sought by Republi- 
cans. 

In an attempt to avert a full- 
scale congressional investiga- 
tion. Me Gonzalez convened a 


duct an inquiry under the aus- 
pices of an oversight hearing 
this month on the Resolution 
ThistCorp. 

“We're being put into a di- 
lemma that we cant win no mat- 
ter what we do," said a senior 
House Democrat who is among 
several beginning to look for a 


mg volume of calls from Repub- 
licans and the public for White- 


“Itt e tram wreck waiting to 
happen, and we're driving the 
” said e second 


ned about “a lack of lead ership 
i getting this thing turned 


Mr. Foley said he opposes an in- 


IfUOTliy Davuifs — 

ation. whose failure cost taxpayers 
$50 million: its ties to Whitewater 
Development Corp.; and questions 
about the Clintons involvement m 
the two failed enterprises. But the 
Washington Democrat suggested 
that he would not block hearings. 

Mr. Foley said he is concerned 
that a congressional inquiry would 
interfere with a probe by special 
counsel Robert B. Flske Jr., who was 
appointed by Attorney General Ja- 
net Reno to look into the Whitewater 
Madison affair. 


“There’s no reason for a separate 
investigation,” Me Fbley *“£• *-|* 
the counsel do his job. I don't think 
there is any evidence of misconduct 
by the president ormiyone else. 

“I don't care whet Tbm F oley 
wants” a Democranc committee 
chairman said. “Itt better for us to 
do what the Republican* want and 


closure' and get on with other busi- 
ness that's backing up because of 
this." 

"This may be our president, but it 
certainly isn't our mess,” another 
Democratic chairman said. 

“Wall do what we can. but in the 
end. I’m filing you. I'm not taking 
any heat with the folks back home 
over this crap.’* he said, reflecting a 
growing concern among Democrats 
and Republicans that a failure by 
Congress to probe Whitewater and 
Madison could hurt them in the fall 


Another Democrat in the House 
leadership said: "No. 1 don’t think we 
should get into a full-blown inves- 
tigation of this thing. But I also think 
we should do something now that 
Henry has opened the doors." 



Almost immediately after Mr. 
Gonzalez made his floor comments 
about a Whitewater Madison probe, 
his office said he did not mean to say 


House Speaker Thomas Foley says 
ha opposes but wont stop hearings. 


Tuesday during at 4 £ cu “£JS t th :) * 
when he 


this month on the RTC. the federal 
agency responsible far cfeanwg up 
failed S&Ls such as Madison. 


H^Mc^WSlher. who serves as the 
Jjdeputy GOP whip, said yester- 
day thatabsent any direct clanfl- 
ca*» from Mr Gonzalez, he be- 
.k.f u/Kjif the chairman said 


on the House floor Tuesday remains 
binding on Mr. Gonzalez and the 
Democratic leadership. 

“I’m one who believes that mem- 
ban speak for themselves — not 
staff.” Me Wriker told reporters- 
After reviewing the Congres- 
sional Record, the official journal of 
tha House. Mr Walker said. “1 don t 

think this is a matter of the chairman 

misspeaking.” as Mr Gonzalez's 


M r Foley said Mr. Gonzales will 
make his own decisions on the mat- 
ter without pressure from the iead- 


“I don’t have any intention to talk 
him out of any hearings he wants t o 
conduct," Mr Foley said in response 
to a Question about whether he had 
or would talk to Mr. Gonzalez about 


iis comments. . 

“As fer as hearings are concerneo. 
that’s a matter for committees to de- 
termine.” Mr. Foley said. “I don't set 
up bearing schedules. I don't deter- 
mine hearings by committees." 

In another comment suggesting 
the possibility of hearings, he siud. 
•I don t believe that there is a justifi- 
cation for any prolongedcongres- 
,i nn»l investigation of the White 

water matter." . . 

After Mr. Gonzalez's special meet- 
ing early yesterday with conwrnt- 

tee chairmen, several Democrats 
about how to minimize the 
fallout from such a hearing, not 
about blocking it. 

"Basically from what I under- 
stand. they talked about how » man- 
age any hearings in the commg 
vS t-r that will deal with the RTC 
oversight to make sure 
cans ere carefully managed on what 
thev can ask about Whitewater?' said 
i HoSJ Democrat briefed after the 


"“TtSik it begins to look suspi- 
ciously like a cover-up. Mr. Walker 
said yesterdav. 

• Frank J. Murray contributed to 
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Leach Suit Over Whitewater Documents 
Would Test Power of Ranking Members 

In Quest for Papers From OTS, RTC, Minority Banking Aides Cite 1979 Court Ruling 


By Glenn R. Simpson 
Kcp. Jim Leach (R-lowa) says 
he cxpecu 10 Hie a lawsuit against 
the Office of Thrift Supervision 
and the Resolution Trust Corpo- 
ration to force the agencies to turn 
over coniidenual documents re- 
lated to the Whitewater scandal. 
At issue is whether executive- 


tcr-MudiMin SAL w jixuI ■ -mimic 
pleas instead lot Ik'arings l*y tegu- 
lar committee* oi juri*dkut>i> 
Special sdcst committee icmi 
luiions had been dratted bv Re- 
n both chambers, bui 


aments to a ranking member of a 
Congressional committee as well 


Leach, the ranking Republican 


lee. has been waning for OTS and 
RTC to respond in wnung 10 re- 
cent document requests. Leach 
alleges that the agencies are 
avotduig an outright wnoen re- 
fusal because u will prompt Leach 
immediately to go to court. 


reasonable.’ said Leach. That is, 
they have good cause to fear Oul" 


menu. House Banking Commit- 
tee Chairman K * ‘ 

(D-Texas) has i 
done Leach's request. 

The OTS has orxiiy told Leach 


Leach is not a o 
man. It will thus be treated aa a 
Freedom of Informant*! Aa to- 
quest (RoUCaU. Jan. 13). 

On Tuesday, acting OTS Dtrec- 


Leach aides have been re- 
searching case taw and compiling 
• list of law firms they can ask to 
r ep r ese nt Congressional Republi- 
cans on a 
Leach would! 
denied use of the House Counsel 


“We sre considenng his request 
for the release of various docu- 
ments, and since his request is not 
an official request of the House 
Banking Committee, we are treat- 
ing u as a request under FOIA and 


ind will hold heamgs on Madi- 
ton “to the extern that ihejunsdic- 
lion of the comm nice is properly 


i up ai a 

Thrift Depositor Protection Over- 
sight Board hearing. The board 
oversees the Resolution Trust 


with the long-standing position of 
all federal agencies, which is that 
examination reports and related 
documents are confidential and 
not subject to public release.’ said 
OTS spokesman Bill Fulwider 


Leach aides believe they could 
win a court fight, based in pan on 
* 1979 DC Court of Appeals deci- 
sion, Murphy v. Dept, of the 
Army, which found there is no 


single Member in terms ot power 


"AH Members have a consutu- 
anally recognized status enti- 
tling them to share n general con- 


W arming that the lane of minority rights could prove more important than the details of the 
l Tuesday, noted, “It la conceivable that 
■g art might be helpful ilo Democrats)." 

Three GOP House Members. Depositor Protection Oven _ 
bill ties, many of them requiring Repa. Bob Walker (Pa), Toby Board heamgs, which are sup- 

acceasioexecuuve mfannauon.’ '"Roth (Wis), and Cliff Si 

the emit said. (Fla). 

"It would be an i na ppropriate man Henry Gonzalez (D-Texas) early last year, 
inowonunothetegislonv uq aier e on the floor during special orders Under oversight board rules, 
for the corns to decide without Tuesday and demanded that be Repuhhcans believe they would be 
rtheir queries on Whitewa- allowed tocall witnesses related to 
ter and Madison Guaranty. the failtae of Madison Guaranty. 

Gonzalez said the Banking The House and Senate GOP 
. . , . , Committee is sail considenng leadership last week backed off 

Leach aides have 
been compiling a 
list of law firms 
they can ask to 
represent the 
Republicans on a 
pro bono basis. 

In the Senate. Banking Corn- 
official voice of the Congress for mutee Chairman Donald Riegle 
purposes of receiving such inf or- (D-Mich) also promised to let the 
mauon. as distinguished from us maucr be addressed at an over- 
ranking minority member, other sight board hearing, 
committee members, or other The moves by Riegle and 
members of the Congress.’ Gonzalez followed a full-court 

Leach suggested at a Tuesday press by the GOP. 
briefing with reporters that the Banking Committee Republi- 
c hecks and balances questions cans on Friday demanded that 
raised by the Whitewater contro- Riegle hold a "special meeting" 
verry "could prove more sigrnO- on the Whitewater and Madison 
cant” than the scandal itself, scandal, 
which be continues to say will be The Republicans said Senate 
resolved as a civil rather than rules allow three members of a 
criminal matter. committee to request a special 

Democrats may someday come meeting of the committee, and if 
to rue their decision to fight the chairman refuses, a majority 
Leach's probe, he said. "It is con- can then vote to override bun. 
ceivabte that someunem the nest House Banking Republicans 

half century the Republicans also made a parliamentary gambit 
might be in the niaiontv. and the Ian week to force a public hearing 
precedents being set might be on the controversy, 
helpful (to Democrats ).’ A freshman member of the 

Meanwhile. Republicans ap- House Banking Committee. Rep. 
peared to win agreement from the Spencer Backus (R-Als). sent 
chairmen of the House and Senate Gonzalez a letter signed by all 20 
Banking Committees to hold Banking Republicans calling on 
the chairman to hold the Thrift 


House Banking 
Republicans made 
a parliamentary 
gambit last week 
to force a public 
hearing on the 
controversy. 

the appointment of special coun- 
sel Robert Fiskc by the Justice 
Deportment caused Republicans 
10 reconsider 

House Minority Leader Bob 
Michel (R-lll) disclosed the 
GOP's decision to withhold a spe - 
cial committee resolution in a let- 
ter to Speaker Tom Foley (D- 
Wash). Senate Minority Leader 
Bob Dole (R-Kan) followed suit. 

In his tcucr to Foley. Michel 
said the Banking. Small Business, 
and Judiciary Cor 

“would be abdicating lb. 

tuuonal oversight obligation if 
they reiuse to oekve into and hold 


ing the Whitewaicr/Madison af- 
fair.' and asked Foley to order the 


f Xm* In Uara ttiurto* 

Buffalo Bills booster Alfonse D' Amato settled his Super Bowl 
bet with Dallas Cowboys cheerleaders Kay Bailer Hutchison 
and Phil Gramm. Since the Bills loai by more than * points. 
D'Amaio had to wear the Cowboys boxers outside his pants. 


IS22* 
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Congress’ inevitable Whitewate r hearings 


T hose on Capitol Hill who would like this whole 
Whitewater business to eo away snouid matte 
every effort to spend some nine with Rep. Jim 
Leach, the rankina Republican on the House oankuuz 
committee, who has been pressing for congressional 
hearings on the affair. Editors and reporters at The 
Washington Times had such an opportunity over 
lunch Monday. Mr. Leach is soft-spoken to the point 
at which, even around a dining table, one must 
sometimes listen carefully just to hear him. He is also 
a man of understatement someone who will only say 
as much as he must, rather than as much as he can. 
In others, these two qualities might contribute to an 
impression of irresolution. That is why waverers on 
the Hill should meet Mr. Leach. They will walk away 
with the certain impression that he is inexorable. 
There is going to be an investigation of Whitewater. 

not only by Independent Counsel Robert Fiske. but 
by Congress, and Congress ts going to obtain copies 
of all extant relevant documents: the opposition to an 
inquiry has been merely political, majorities 
protecting a president of their own party from 
embarrassment or worse. An investigation is the 
right thing to do; no one can seriously dispute the 
data t h at t h e con g ress ional precedents on overagfat 
demand an inquiry. And sooner or later enough 
members of Congress will insist: they may not relish 
it. but they will agree that there ts no other course 
by which they can maintain that they are men and 
women of principle. 

Realization that all of the preceding is true is 
spreadingon Capitol HilL It probably goes a long way 
to explain the responses of banking committee 


i liairman Henry Gonzalez m a coiloauy on the door 
• if the House yesterday with Republican Rep. Robert 
Walker and others. Ilie chairman was. perhaps 
unsurprisingly, evasive, and after the session on the 
door, he sought to minimize the promises that he 
seemed to make. But Mr. Walker asked him. "Will 
hearings be held this year?" 

Me Gonzalez: “Yes. they wilL" 

Mr. Walker “Yfes. they will be held?" 

Mr. Gonzalez: "Very sunpiy. yes — ” 

Me Walken “Hearings will be held this y ear pr ior 
to the cong re ss ional adjournment, is that correct, on 
the matter of Madison Savings & Loan?” 

Mr. Walker "I would hope so.” 

The banking committee must, by law. hold 
hearings on thrift resolution, and is expected to do 
so by the end of the month. That prompted the 
following exchange over documents the banking 
committee minority has asked for from executive 
branch agencies but has been refused. 

Mr. Walker “.And at that time a request for 
■ lo n tmr n w would certainly be in order?” 

Mr Gonzalez: “Why not i" 

Mr Walken “We would expea if the request is 
made by the comnunee. those documents would be 
turned over, is that correct?” 

Mr Gonzalez: “I would think so.” 

MsryweiL Now Mr Gonzalez may think he has not 
promised timely hearings on Whitewater, nor 
wwiHitfftiwi of a serious do cu men t req uest And 

perhaps he hasxft But he has opened a door, and as 

he must know, it is not just bomb-throwing 
Republicans who were knocking on iL 


Bankers set own guides 
to selling mutual funds 


^ fo n yj ^jnroe 

In an unusual show of coopera- 
tion. six banking trade groups yes- 
terday announced voluntary guide- 
lines for member institutions who 
sell uninsured investments such as 
mutual funds. 

The groups acknowledged that 
their effort was a pre-emptive strike 
against pending legislation th.it 
would make guidelines mandatory 

Like the voluntary recommenda- 
tions already issued bv bank reg- 
ulators. the booklet released yester- 
day asks that banks make lull 
written disclosure to mutual fund 
customers that their investments 
are not insured by either the Federal 
Deposit Insurance Corp. or the 
bank. 

-If we do this right, our industry 
will show we can provide a valuable 
consumer produa" without interfer- 
ence from regulators, said Donald 

Ogilvie. executive vice president 
of the American Bankers Associ- 
ation. 

Mr. Ogilvie joined the leaders oi 
the Bankers Roundtable. Consumer 
Bankers Association. Independent 
Bankers Association of America. 
National Bankers Association and 
Savmn 6 Community Bankers of 
America at a news conference yes- 
terday in Washington. 

Bmks are racing mm the invest- 
ment business as their share of the 
naaonk financial assets shrinks. 
Banks sold about IS percent of the 
S360 billion in mutual funds Amer- 


icans bought last year. 

But two recent studies — one by 
the Securities and Exchange Com- 
mission and one oy a coalition of 
consumer groups — found that con- 
f usion runs deep among people who 
do their investing with banks. 

In one survey, half of the respon- 
dents who bought a mutual fund or 
annuity from a bank thought the 
purchase was insured by the FDIC 
- even thuogh they had signed 
torms acknowledging they under- 
stood the risks of their investments. 

Yesterday. Mr. Ogilvie said. 
There continues to be confusion in 
enough consumers minds to make 
this effort warranted." 

The bankers guidelines require 
that customers sign forms ac- 
knowledging that they are aware of 
the risks involved. 

The booklet also urges banks to 
separate the area in a branch where 
deposits are taken from the area 
where investments are sold. 

Advertising end promotional nw* 
[crisis for investment products 
should clearly indicate that the prod- 
ucts are uninsured, and investment 
suunseiors should be sure the prod- 
ucts thev sell arc suitable for cus- 
tomers. 

rhe American Bankers Associ- 
ation also placed fuU-page ada in 
newspapers outlining the risks asso- 
ciated with mutual funds. 

Comptroller ot the Currency Eu- 
gene A. Ludwig yesterday called the 
hankers guidelines a a good exam- 
ple of an industry policing itself. 

But consumer groups called the 


MUTUAL 

INTERESTS 

kMMfMifHialH 

tan am mi am* mw t> 
logon mm voluntary 


■Customers snouid be told and 
wonted in wntmg mat mutual 
funds are not lederaky msurod. 
■ Cusiomsra snouid siqn a form 
saymg may unoarstano tna 


■ AH advertising snouid cany a 

prominent nonce mat mutual 
funds are unmsurod. 

■ An investment sales area may 
be set oft from otner oamang 

services by signs or 

omer means. 

■ Tellers snouid be oromorted 
from sailing mutual funds or 
offering investment advice. 

■ Inve stm ent products snouid 
ba add by propany named bans 


measures inadequate. 

Ufe don t feel consumers or the 
Congress should take confidence in 
the ability of the banking industry to 
police itself." said Chris Lewis of the 

Washington-based Consumer Feder- 
ation ot America. 

Kent Brunette ot the American 
Association of Retired Persons 
called the bankers efforts a -smoke 
screen" to fend off legislation. 

House Banking Committee Chair- 
men Henry B. Gonzalez. Texas 
Democrat, introduced a bill last fall 
that would require banks to comply 
with a list of disclosure require- 
ments and other government guide- 
lines. 


I SM 
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GOP senators grill FDIC nominee 


-SUTEAS NEWS AGENCY 

A friend or President Clinton and 
Hillary Rodham Clinton s vowed ves- 
erdav that if she is contirmed as a 
rop bank regulator. sne would be sen- 
sitive to conflicts of interest involv- 
ing the Clintons' role in the White- 
vaterMadison affair. 

But under questioning from Sen- 
ate Republicans. Washington lawver 
Ricki Tigert declined to promise 
that as chairman ot the Federal De- 
posit Insurance Corp. sne would dis- 
qualify herself from FDIC dealings 
in the Whitewater matter 
The agency is reviewing whether 
the first lady's former law firm, the 
Rose Law Firm in Little Rock. Ark.. 
misled the government about its 
work for Madison Guaranty Savings 
and Loan Assocanon. a now-failed 
Arkansas S&L with nes to White- 
water Development Corp. 

The Clintons partner in the 
Whitewater land deal. James B. 
McDougai. was president and owner 
of Madison, whose failure cost tax- 
payers S50 million. 

"I will be extremely sensitive to 
issues of potential conflicts ot inter- 
est or any appearance of conflicts ot 
interest." Ms. Tigert told the Senate 
Banking Committee during a hear- 
ing on her confirmanon as head of 
the FDIC. 

M*. Tigert. who is expected to be 
approved by the full Senate, vowed 
to consult with ethics officials on anv 
matter involving a possible conflict. 
And she pledged to “take the nec- 



AJ> 


Ricki Tigert testifies before the 
Senate Banking Commmee. 


cssary steps to ensure the cred- 
i biliry of the regulatory and enforce- 
ment process." 

Ms. Tigert. who is 48 and a part- 
ner in the Washington law firm of 
Cibson. Dunn & Crutcher, was nom- 
inated to the FDIC post by the pres- 
ident in November 

If confirmed, she would become 
i he first woman to head the 60-year- 
old agency, which insures deposits 
up to S 100.000 per account in banks 


and savings institutions. 

Fhe FDIC has Oeen without a per- 
manent cnairman since the death of 
William Tavlor in August 1992. 

.As a personal fnend of the pres- 
ident and Mrs. Clinton s. Ms. Tigert 
has participated m the Renaissance 
Weekends the Clintons have at- 
tended in Hilton Head. S.C. The New 
Year's gathering brings together 
^ a nous professionals who work both 
in and out ot government. 

During tne hearing, Kepuoucans 
pressed Ms. Tigert on that tneno- 
hip and whether it would make tt 
difficult for her to oversee any FDIC 
involvement in Whitewater. 

Sen. Lauch Fairdoth. a North 
Carolina Republican, called it an “al- 
most impossible situation." 

And New York Republican Sea 
Alfonse M. D'Amato asked Ms. 
Tigert point blank whether she 
would disqualify herself, adding: “I 
couldn't see how you could get 
around this." 

The FDIC is checking its records 
to see if the Rose firm told reg- 
ulators it represented Madison be- 
fore it was hired by the government 
to litigate against Madison. 

The firm has insisted it did notify 
regulators. 

On other matters. Ms. Tigert sup- 
ported the Clinton administrations 
plan to merge the regulatory duties 
of the four existing bank agencies 
into a single Federal Banking Com- 
mission. and backed annual reg- 
ulatory exams for banks. 


1^270 
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Wading Int o Whitewate r 

Special Counsel: Will Fiske be another Walsh? 



R oukht hike* ri sumf reads a lot 
like i-jwTencc Walshs: Republican 
prosecutor. defender ot corporate cli- 
ents tor the same Wall Street nrm tDam. 
Polk (r Warawclli. a reputation tor tougn- 
ness, meticulous preparation and granite 
integrity Last week he toliowea in his men- 
tors lootsteps once again. On Tuesday 
Walsh released the nnai. 566-page report 
nt his seven-vear investigation 
into the Iran-contra scandal. He 
concluded that though there is 
no credible evidence lormer 
president Ronald Reagan broke 
the law. senior Reagan aides 
participated in a concerted ef- 
fort to aeceive Congress and the 
public" about the arms-ior-nos- 
tages debacle. Two da vs later. 

Fiske became Attorney General 
Janet Renos choice as special 
counsel to look into the White- 
water arfair. He promptly as- 
serted his independence, pre- 
dicting that before he was done 
President Clinton and Fust 
Ladv Hillary Rodham Clinton 
would face questions under oath 
about their roles in the murirv 
Arkansas savings and loan 
If Fiske is even half as dog- 
ged as Walsh, it could be trou- 
ble for the Clinton*. Hie White 
House reluctantly agreed to a 
special counsel hoping that the 
shroud of silence around a 
criminal investigation would 
take the storv out ol the news for a while. 
The administration also wants to use Fiske 
as a reason for opposing congressional 
hearings— on the ground that they might 
prejudice his inquiry. But Clinton could 
also find himself with another problem —an 
aggressive prosecutor eager to justify a long, 
expensive investigauon of deeds most 
Americans will find insignificant or just too 
complex to easily grasp. That was the charge 
leveled bv Walsh s critics, most of them 
Republicans, who complained about the $36 
million he spent on Iran-contra, it could be a 
year before Fiske is fuilv stalfed and under- 
way. And there is nothing to stop him from 
staying on until he finds something that at 
least looks illegal. Reno could theoretically 
hre him. Unlike Walsh, who served under 
the now expired independent-counsel law. 
Fiske operates under lustice Department 
rules. But even a whiff of pressure from 
Reno would create new suspicions that the 
Clintons really do have something to hide. 


Whitewater, to be sure, is no Iran-contra. 
Walsh tacea wrongaoing at the top ol the 
executive oranen. Aithouun Fiske s inves- 
tigative targets include the First Couple, 
rhe staxes are tar smaller. He will examine 
the Clintons relauonsmps with Madison 
Guaranty and Whitewater Development 
Corp.. a moneviosing Ozark vacation- 
home venture they co-ownea with their 


S<m of Walsh? Fiske itopj and mentor 


ii irnu lames McDuuuai. Fiske wni look tor 
• viaencc tnat Madison eoi tavoraoic treat- 
ment trom Arkansas regulators or that 
the Clintons received special considera- 
tion from McDougai in their Whitewater 
investment. He'll also examine allegations 
that the Clintons or McDougai pressured a 
former Little Rock nidge into making a 
' <00.000 loan to McDougai s wile. Finally, 
lie'll prooe the suicide ot White House law- 
yer Vincent Foster tor links to Whitewater. 

Fiske is uniikelv to lace a problem that 
hamstrung Walsh: congressional testimony 
unaer grants 01 immunity trom prosecu- 
tion. Walsh lost two major convictions — 
l.t. Col. Oliver North and nationai-secuntv 
adviser lohn Poindexter — when an appeals 
court ruled that the immunized testimony 
tainted their trials. Democratic chairmen of 
both the House and Senate banking com- 
mittees. Rep. Henry Gonzalez and Sen. 
Don Riegie. have steadiastiv resisted rail* 
for Whitewater hearings. Sources say Gon- 
zalez is under pressure trom aides to Treas- 
ury Secretary LJovd Bentsen to block an 
inquiry or risk the loss of his chairmanship 
(Bentsen s office acmes exerting leverage!. 
Gonzalez, normally a gung-ho investigator 
ol S&L mischief, has quietlv allowed GOP 
committee staff to poke around in Arkan- 
sas. But House sources sav he was so em- 
barrassed bv his capitulation on the hear- 
ings issue he ducked calls from staff while 
home in Texas last month. 

StMCtti venom: For Walsh. 82. the Iran- 
contra final report is a bitter coda to a distin- 
guished career. He won 11 convictions or 
guilty pleas in the investigation of arms sales 
to Iran and diversion of the sales procee d s 
to the Nicaraguan contras. But he said last 
week that had evidence now available been 
within reach in 1987. higher-level Reagan- 
udmimstraoon ngures might have been in- 
dicted. According to Walsh, new documents 
depict Attorney General Edwin Meese as 
leader ot an attempt to cover up Reagan s 
alleged knowledge of the sales. Walsh re- 
serves special venom for the then Vice Presi- 
dent George Bush, who as president par- 
doned former secretary of defense Caspar 
Weinberger an 1992. two weeks before his 
trial. The prosecutor described Bush as un- 
cooperauve and the investigation of his role 
as regrettably incomplete. All principals 
dented wrongdoing last week, savaging 
Walsh as a vindictive lawyer run amok. 

lust as elusive tor Walsh was public un- 
derstanding— and indignation— about the 
enormity of the scandal. As the legal trail 
grew cold and the years advanced, he be- 
came an easy mark for partisan sniping. 
Fiske won t make many mends either as 
he descends into Whitewater * muck, but 
he'll likely never race the abject thankless- 
ness ot' his old friend s task. 

Bill Tuaouc •«* 
Mask Hos»:n*all in WnfaMton 
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By Charles R. Babcock 

WMfehfta fat Saf Writer 

President Clinton, hie wife, Hil- 
lary, and their partners used a mix- 
ture of personal and corporate 
checks to pay off the bank loans 
that financed their Whitewater land 
development venture, a practice 
that had confusing tax conse- 
quences. 

The Clintons and partners James 
and Susan McDougal sometimes 
made the loan payments personally. 
In fact, Clinton aide Bruce Lindsey 
said that more than $40,000 of the 
$68,900 the Clintons put into 
Whitewater over the years was in 
the form of such interest payments, 
which they deducted from their in- 
come taxes. „•* 

The loans also were carried as 
liabilities on the books of White- 


on the report in refusing to answer 
questions about Whitewater a 
month ago. Lindsey, for example, 
said the accounting firm’s report 
established that the Clintons lost 
the $68,900. The accountants said 
their figures were “materially cor- 
rect* They also were careful to say 
their report was not an audit be- 
cause of incomplete and missing 
records. 

The bank loans and the mixture 
of personal and corporate checks 
that paid them off are what make 
following the financial trail of 
Whitewater so complicated. 

The first loan was taken out in 
June 1978, when Bill Clinton was 
attorney general and running for 
Arkansas governor and McDougal 
was a developer. The two men bor- 
rowed $20,000 from Union Bank of 
Little Rock to use as the down pay- 


so the debt was carried on the co 
porate bodes. • 

Tax stamps on Whitewater 
deed for the land valued the tram 
action at $250,000, a $47,000 ir 
crease from the purchase price 
year earlier. Lyons said this repre 
sented the capitalized cost of th< 
interest the partners had paid, a. 
well as the cost of subdividing thi 
land and putting in gravel roads. 

The Clintons deducted $13,35C 
more in Whitewater-related inter 
est payments in 1980, according tq 
their tax returns. Of that, $4,35(1 
went to the Flippin bank and $9,00(1 
to McDougal Lindsey said he bef 
Iieved the payment to McDougal 
was for interest he had paid earlier 
on the Flippin bank note. “Not ev- 
ery bill was split 50-50,* he said.!. 
Lindsey said he did not ^nowi 
whether McDougal had taken, the! 


water Development Corp. Twice 
the Clintons have acknowledged, 
Whitewater made payments on the 
loans, but both the couple and the 
corporation took the deductions. 
That was not permissible, so the 
Qfaitons voluntarily paid the filter- 
ed Revenue Service about $4,000, 
jprindmg interest, last year to cor- 
rect their error, Lindsey said. 
^Experts say they cannot tell 
whether the. Clintons might face 
Additional tax from 

^faring of payments because the 
Complete finan cial r ecords on 
Whitewater are* nqt availafile. The 
Clintons have ‘refused repeated re- 

Whitewater was formed in l979 
to develop vacation properties in 
the Ozarks on a 230-acre property 
purchased by the Clintons and 
McDougals in 1978, while Clinton 
was serving as Arkansas attorney 

Cfintou have described as a money 
loser, is under investigation by spe* 
coil counsel Robert B. Fiske Jr. as 
part of a broader probe into the ac- 
tivities of Madison Guaranty Sav- 
ings & Loan, a defunct thrift owned 
hyMcDougaL ■. 

Don WilOamsoo, an associate pro- 
fessor of taxation at American Uni- 
versity, said the' overlapping of per- 
sonal and corporate interests in 
Whitewater is not proper, but also 
not uncommon in small, dosely held 
corporations. "People often treat 
flnall. corporations aaiheir alter 
ego," he said. The Clintons could 
hire been confused by “the fast and 
looke way^McDougal ran Wfite- 


ment on the $202,611 purchase same deduction on - his income* 
price of the 230 acres near the taxes. He added that McDougal! 


White River. ‘ may have been referring tojthis 

Union Bank's loan officer told $9,000 when he said in recent in- 

Time magazine recently that this terviews that he thought the £lin- 

loan was repaid a few yean later tans never invested more lhan 

from the proceeds of s union Bank $$000 m Whitewater. -W-. 
loan McDougal took out with Jim . JliMhird Clinton bank foam re- 
Guy Tucker, who succeeded din- hfttd to Whitewater occurred' in 
ton in 1992 as governor. Lindsey ^1980. Because the corporationVas 
denied that claim but said he did not .^Sfready heavily mortgaged, Huary 
know how the Union Bank loan was _:Qinton borrowed $30,000, at] 20 
paid off. % perce n t interest,' from McDourel’s 

The second and largest White- Bank of Kingston to pay for a impel 

water loan was made in-august home that was placed on one ouhe 
. 1978. The men and their wives bar- .lots to show potential buyers. The 
•rowed $182,611 from the Citizens three-acre lot, which land recods 
' Bank of Flippin. -allow was transferred to ha man 

, ^-The interest rate on each loan Whitewater without charge, was 
was 10 percent, Lindsey said, used as collateral for the loan. 
meaning the partners had to come The loan was listed on the Sir- 
up with $20,261 a year to keep the porate books as. Tiote payable - 

interest payments current. Rodham,” and the model home a]so 

The Clintons made about was considered a corporate areet, 

$10,000 in interest payments on Whitewater's accountant sad. 

those loans m 1978 and $12,000 in Whitewater paid about $30,00Cuin 


1979 and (^ducted the payments 
irocn their income tax returns, 
Lindsey aahL After Whitewater was 
incorporated in. June 1979, that 
$22,000 was carried on the books 
ar money .Whitewater owed the 
Clintons. — -«■ 

" the land wait transferred to' the 
corporation the following Sept 30, 
“subject to the existing mortgage," 
which was still in the names of the 
two couples. This allowed the Clm- 
tons and McDougals to continue to 
take the interest deductions person- 
ally when they made , payments on 
the-bank notes, Lyonrsaid. Lindsey 
said the loan proceeds, in effect, 
went. 


Bank of Kingston to pay for a mq 
home that was placed on one oiu 
lofo to show potential buyers. ] 
three-acre lot, which land recq 
show was transferred to her k 
Whitewater without charge, i 
used as collateral for the loan. J 

The loan was listed on the < 
porate books as. Tiote payabk 
Rodham," and the model home q 
was considered a corporate as 
Whitewater's accountant a 
Whitewater paid about $30,00C 
principal and interest on that 1 
between 1982 ami 1985, accord 
tp company records and camps 
aides cited in t New York Tfi 
article in 1992. ^ 

. How Lot 13 moved from a < 
porate to a personal asset is a inri 
example of the muring of corpor 
and personal financing in Wh 
water! -V*. 

TheClintons first sold the 3-a 
lot in December 1981 to Hill 
Logan; a Mississippi man, 
$27,500. The contract shows 
"put. $6,000. caahjfytih and agr 
to ‘assume Hillary ..Clinton’s ' $! 
mont hly mortgage payments on 
loan artucDougal’s hi 
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paraded before the American pub- 
lic, they might have kept more doc- 
uments and better records. At the 

time, the more they spent on book- 
* 

i additiorrt<rthe't40^(m so 
t payments they made, the 
Clintons paid more than $25,000 in 
other Whitewater bilK Lindsey 
£aid. These included some principal 
payments on the bank loans, $2,500 
for an accountant’s bill and $1,300 
for a property tax payment. The 
payments could be considered in- 
direct capital contributions, he said, 
and counted against the $1,000 
they got from MoDougal in 1992 
for their 50, percent share of White- 
water stodL - ty :}% , 5 * 

But the Clintons, so meticulous in 
other record-keeping that they 
itemized as tax deductions the value 
of underwear they donated to char- 
ity, chose not to deduct this 
$25,000 or more from their taxable 
income. Lindsey said this was be- 
cause “they didn't have in their pos- 
session sufficient documentation to 
^ a t isfy 
in auditor, the expense of putting 
’the documentation together 
outweighed the tax savings, and it 
had been an issue in the campaign 
and they simply wanted to put it 
behind them. They tinned out to be 
wrong* T - 

.T Tax experts; .said the Clintons 
could have useii these Whitewater 
losses to wipe out the $14,199 in 
capital gains income they reported 
for 1992 from Whitewater and oth- 
er investments, as well as shelter 
$3,000 in other income from tax- 
ation, knocking nearly $5,000 off 
their tax bill last year. Then they 
could have carried forward the rest 
of the Whitewater losses and de- 
ducted them in future years, ex- 
perts said. • • 

“Why would they throw it away? 
It doesn’t make sense* said Mi- 
chael Gallagher, a George Washing- 
ton University professor of accoun- 
tancy who specializes in taxes. 

When Whitewater became a cam- 
paign issue in the 1992 presidential 
primaries, the Clinton campaign 
asked a friend, Denver attorney 
James M. Lyons, to examine the 
Clintons' role. Lyons hired an ac- 
counting firm to reconstruct White- 
water’s finances. Its report was the 
source of the $68,900 figure for the 
Clintons’ investment, although it 
did not state how the money was 
used. 

The report said, “we have iden- 
tified no instance in which the Clin- 
tons have received a distribution of 
cash or return on 



PUBUUAUC1 iuWNUl icr 

| SOLD ON SITE 


Air Freight Can 
REPOSSESSED FdR NONl 


-Over 300 pieces sotd-piecoby piece; 

All Persian goodsdeafod'U.S. customs prior to 

> LIQUIDATED BY CRE 


_ 

witeOTott*' 

EDITOR 


AT IMMEDIATE PUBLIC AUCTION"*; ’ *nr< 
SIZES FROM 2X3 TO 12X18 INCLUDING RUNNERS: VALUES FROM 
$50.00 TO $50,000. WILL BE AUCTIONEER PIECE BY PIECE 

•• -VAT 5 ;*■ 

& STORAGE WAREHOUSE 


BEKINS MOVING & ST 

4604 EISENHOWER AVE. ./.->> , 7 ( 

.. ALEXANDRIA VA. aVW&SiY.-* 1 

Or. E* 3 off <98. Al ugrt m*s Ml * VwOom. Qo approx. * Kite Maks right « Bsanhowar. Oo 1 ml*. 

SUN. JAN. 30th at 2 PM 

Preview at 1 P.M., 


mi. 


kKManmr. OX Obirel Ucansa Va. AR 01323. Wo cal 1400-24S-7BM •'< 


■' V 


MQ BUYERS PREMIUM - NO ADMISSION CHARGE 


• ’***v'., ~ 


Watch your talent 
emerge this Spring! 



Art and Design dassas for Adults, Tet 

Spring 1994 Semester January through May r : 

Classes in Drawing, Sculpture, Landscape Design, Painting, 
Printmaking, Ceramics, Photography, Art History, Computer 
Graphics, Video Production, Interior Design, Chicken's 
Workshops, Young People's Program, and more ara offered. 

Expanded Computer Graphics curriculum m an all 


The Corcoran School of Art 

Open Program/Dwiaion of Continuing Education 
Can 202.628.0484, 

or fill out the coupon below to receive a catalogue 
Pleaee send me a 1994 Spring Semester Catalogue 


1 5233 




2811 




The Clintons deeded the land to 
Logan but the contract said the 
deed would be held in escrow until 
his debt was paid. 

In 1983, Bill Clinton borrowed 
$20,800 from another bank. Secu- 
rity Bank of Paragould, to pay off 
Hillary's loan. Lindsey said this was 
done to lower the interest rate to 
13.5 percent. It also was after Clin- 
ton’s banking commissioner told 
him McDougal’s bank was in trou- 
ble with regulators for making too 
many loans outside its service area, 
including many to politicians. 

Bill Clinton’s $20,800 loan, like 
Hillary's, was considered a White- 
water liability, Lindsey said. In fact, 
McDougal signed a check on White- 
water’s account at his Madison 
Guaranty. Savings & Loan to make a 
$7,322.42 payment on that loan in 
November 1985. The $2,322.42 
interest portion of that check was 
one of those the Clintons errone- 
ously claimed on their tax returns, 
and have since corrected. 

The Clintons personally made the 
Paragould loan payments in 1986, 
1987 and 1988, Lindsey said, and 
properly took the tax deductions. 
Then in 1988, after Logan had de- 
clared bankruptcy and died, Clin- 
tons bought back Lot;13 for $8,000 
cash. This was because they were 
still liable for about $13,000 on the 
Paragould loan and did not want to 
lose the underlying asset to another 
buyer, Lindsey said. They sold .the 
house and lot a month later, ena- 
bling them to pay off the loan and 
declare a $1,640 capital gain. 


JIM McDOUGAL 
p. O. Box 1583 
Little Rock, Arkansas 72203 
Novaabar 8, 1985 


Mr. Charles D. Campbell 
Vice President 
Security Bank 
?. 0. Box 670 
Paragould, Arkansas 72450 

Res Note #957-585, Bill Clinton 

Dear Mr. Campbell: 

Enclosed is a white Water Development Corporation 

for *7,322.42, representing principal payment of »5,000 

and interest payment of $2,322.42, on the above note. 

Thank you for your attantion to thie siattar. 






JANUARY 1 st 


±,iru.- 

w.ifev. J.cr.. . . 
' - 




"•Hu- 
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The Wail Street Jo urnal 
February 10. 1994 

REVIEW & OUTLOOK 

FOB Regulation 

Today me Senate Hunkine Com- Meanwmle. Hep. Jun Leaemswon- 


mittee wiil vote on Ricki Tigert as 
head of the FDIC. she having agreed 
to recuse hersen trom issues involving 
the Clintons ana Whitewater. Let us 
all pause to see who is running the rest 
of the bank regulatory apparatus. 
Why. Deputy Treasury Secretary 
Roger Altman, a presidential ap- 
pointee as well as Georgetown friend, 
is running the ostensibly independent 
Resolution Trust Corp. And Eugene 
Ludwig, another college Buddy of Bill, 
has been installed as Comptroller of 
the Currency. 

Why. the FOBs are taking over fi- 
nancial regulation, lock, stock and 
barrel. They nuven t quite got the Fed- 
eral Reserve vet. but they have a reg- 
ulatory reform proposal that would 
take care of that. The Clinton folks 
aren't content to relegate cronies and 
pals to harmless backwaters like Com- 
merce or Postmaster General or the 
alter ego of a presidential Counselor. 
.They learned back in Arkansas that it 
was convenient to have a Beverly Bas- 
sett Schaffer sending Dear Hillary" 
letters waving through a new capital- 
ization plan for a financial institution. 

We're glad to see that a couple of 
courageous Republicans are blowing 
the whistle. 

North Carolina's Senator Lauch 
Faircloth. umike some of his col- 
leagues on Don Kiegle s banking com- 
mittee. isn't willing to let the matter 
. drop with Ms. T i cert s recusal. In the 
FDIC nominee s first appearance be- 
fore the committee. the Senator raised 
the issue 01 how someone who says 
she's known the Clintons for eight 
years and been a Renaissance Week- 
end regular muid convincingly head 
an agency wiin an active investigation 
of the Madison s&L collapse. .Ms. 
Tlgert weasled. Inn later sent Senator 
Faircloth a refusal statement, which 
she said was written utter consulting 
FDIC's ethics <*ifice. She promised 
she'll recuse iK-rseti irom matters 
“concerning President or Mrs. Clinton 
in their personal capacities.' 

While consoling Ms. Tigert on the 
“unfortunate late ' surrounding her 
nomination. Senator Faircloth is now 
wondering about the caveat “per- 
sonal." Does that remind you of 
“didn't inhale «r no price controls?" 
Sen. Faircloth now wants Ms. Tigert to 
“expand vour recusal" Trom matters 
involving the “personal" activities ot 
President ana Mrs. Clinton to include 
their public activities. More pointedlv. 
he asks: "Will you recuse yourself 
from matters uuiceming Webster 
Hubbell. Vincent Foster. Dan Lasater. 
Frost and Company. Madison Guar- 
anty Savings and Loan, the Worthen 
Bank Corporation and onward 
through all the financial institutions 
now running under the Whitewater 
flag? How did we end up with an FDIC 
head going in recusing herself from 
the agency s most sensitive business? 


lienne about Deputy Treasure secre- 
tary/Intenm RTCCEO Roger Altman. 
The Congressman wfote last ween 
also seekmgTecusal commitments in 
matters involving the RTC's investi- 
gation of Madison's collapse and rela- 
tionship to Whitewater. Mr. Leach's 
tone is cordial, but he thinks the in- 
herent conflicts need to be faced: 

“I have high regard for vour per- 
sonal integrity, but as you know, from 
the beginning, it has been an awkward 
situation to have a prestdentiaUy ap- 
pointed and confirmed officer of the 
Treasury Department also head an in- 
dependent federal agency, the RTC. 
When this prospect was first sug- 
gested at the beginning of the Clinton 
Administration, it did not strike the 
Minority as overly unreasonable for a 
month or two given the fact that no 
RTC head had been selected. 

“However, it has been over a year 
since the administration has been in 
office and it can only be described as 
structurally unseemly for a political 
appointee of an Executive branch de- 
partment to make what are. in effect, 
law enforcement decisions for an in- 
dependent federal agency as they may 
touch upon the President." 

Finally, we have Mr. Ludwig, up- 
pointed by Mr. Ginton to head the 
comptroller's office, which regulates 
and examines national banks. They 
attended Oxford and Yale together, 
and remain dose. Just how dose the 
American Banker described in its Jan. 
M edition, reporting on a videotape 
taken at a Renaissance Weekend by 
someone from “Saturday Night Live 
who was also there: “The tape tea- 
tured Mr. Clinton. But it was hard to 
miss Mr. Ludwig in a bright blue 
sweater and white shorts. Almost 
every shot of the President snowed the 
beaming comptroller at his shoulder. 

So we have three Friends of Bill or 
Hillary calling signals, amid a bliz- 
zard of recusals, at three traditionally 
independent bank regulatory agen- 
cies. Surely by now enough is known 
nf the Clinton political mores to agree 
that we’re past the point of simply 
passing all this through as of no con- 
sequence. After the Savings and Loan 
scandal. BCCI. the Keating Five and 
now whatever Whitewater is. it ought 
to be at least dear that federal finan- 
cial regulators should be held to a Cae- 
sar's wife standard ol propriety and 
independence. Instead, we get this. 

We're quite used to the Clinton 
White House stonewalling or deriding 
inyone s inquiries or doubts about its 
behavior. But we re glad that Senator 
Faircloth and Rep. Leach are persist- 
ing with their questions about the ad- 
ministration s appointment practices. 
As we run the numbers. Renaissance 
Weekend plus Whitewater plus the 
RTC plus the Comptroller plus the 
FDIC plus regulatory independence 

not 
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Upstate N.Y. Banks Consider 
Bidding Jointly for Failed S&L 


By JEANNE 11DA 

Several community banks in 
upstate New York may prepare 
a joint bid for failed Rochester- 
based Columbia Savings and 
Loan, in an attempt to ward ofT 
greater inroads by money center 
banks, according to banking 
sources. 

Rochester Community Sav- 
ings Bank, a $4.2 billion-asset 
bank that is fighting to remain 
independent, could join forces 
with banks such as $306 million- 
asset First National Bank of 
Rochester, to put together a bid 
that can compete with money 
center rivals, the sources said. 

The big rivals for Columbia 
Savings Sl Loan could include 
Chase Ma nh atta n Bank. Marine 
Midland. Fleet Financial Corp., 
First Empire State Corp.. and 
Key Corp.. all of which are ac- 
tive in upstate New York. 

Rochester Community Sav- 
ings is number I in the Roches- 
ter metropolitan market, with 
about S 1 .8 billion in deposits, or 
about 20% of the total deposit 
base, according to SheshunotT 
Information Services. 

Chase Manhattan. Marine 
Midland, and First Empire are 
hot on the heels of the Rochester 
savings bank. Last year. Roches- 
ter Community successfully 
warded off a takeover attempt. 

A bid meeting for the failed 
Columbia Savings and Loan is 
scheduled today. At that time, 
the Resolution Trust Corp. will 
distribute documents and out- 



line the time frame for the bid- 
ding process - typically 6 to 12 
weeks. 

$740 Million in Deposits 

Interest in the failed thrift is 
said to be higher than might be 
expected in a thrift with $740 
million m deposits, and 25 
branches, the majority in the 
Rochester metropolitan area. 

“I think everyone in town will 
be at that meeting." said one 
banker who requested anonym- 


ity. Columbia had a particularly 
attractive retail franchise, bank- 
ers say, with unusual f a ci l ities 
such as a round branch office. 

Rochester Community Sav- 
ings Bank declined to comment 
about the bid. 

In addition, sources say, 
many money center and out-of- 
state banks are interested in the 
Rochester market because of its 
relatively robust economy. 
Rochester is home to such large • 
employers as Eastman Kodak. 
Xerox, and Bausch & Lomb. □ 


K03t» 
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•\nceies M.inatt. t 'helps a: Philips 

rhe tine mine ine profession nas is a I 
'jtislicd jiiu lusai patient nase. -ass ! 
'( A Vice President Kichara Miller t >ur 
-'(Ui was i»» Mmpis raise tne profile oi :nis 
profession it a. is an attempt to eel on tne 
'udar screen 

i ne chiropractors vrt;vade exemplifies 
1 ! t»ri s Peine made p\ .:.*.'en\ oi non- 
phvsKian croups a no u* *ven snunted to 
::e sidelines oi medicine :.«r decades 
Utesc croups -psvcnoiofss. midwitcs 
podiatrists sicat therapists, pnysicun 
:"istants. a.-.d others realth rctomi 


eje Ldwjcss ium 

■Y SARAH M. HODOER 

A struggle over tun is developing between lawyers in pnvate oractice 
anu those at accounting firms, ending a ycars-ione agreement mat 
had reserved tax banles m coun tor law firms. 

One Big Six accounting firm is now letting its in-nouse lawyers repre- 
sent clients in li.S. Tax Coun. and manv in the tax field predict otner ac- 
.ountine firms wiil follow suit in oruer to remain competitive. 

"They'll ail be in court. ' predicts Gerald Kalita of the D C. olfice oi 
New York's Dewey Ballantine and chair ot the Coun Procedures Commit- 
tee oi the Amcncan Bar Association s Tax Section. They'd have to pc. 


SEE NON-PHYSICIAN. PAGE 20 


SEE CPA. PAGE 14 


Should Hillary Clinton Seek Separate Counsel? 



Oo6 lawyer represent! both Bill and Hillary Clinton in Whitewater probe. 


White-Collar Bar Debates 
Pros , Cons of Clintons’ , 
Joint Whitewater Strategy j 

■Y DANIEL KLAIDMAN 


T hey are not targets or even i 
suoiects of a criminal in- i 
vestigation. No evidence has i 
surfaced that they have committed I 
any crime. 

But the Whitewater eddies now | 
swirling around President Bill Clin- I 
ton and first lady Hillary Rodham i 
Clinton have nonetheless prompted I 
Washington s white-collar defense | 

lawyers to chew over this intriguing i 

question: Should the Clintons hire I 
separate counsel ! 

It is a question that arises routinely | 


SEE COUNSEL. PAGE II I 


, 5'237 
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Do the Clintons Need Separate Whitewater Legal Strategies? 


COUMSfl FIOMMGI I 

»nen vcierue uwvcrs loimiv represent 
'-iMness 4 >«kmic% of nusoands and wives 
it criminal iot«ii<airoH) A hat n their 
"if rests Jkcir v an one u»«i aggrcv 
• ci* defend tne interests ol two pctioie 
>-tn involved in tne - 
■Mm diliereni wntatf 


-jn-lers & Dcmpsev »no represents %ev- 
.rat mamed coupies cavern up in tne luv 
•ice Uepanmem v inceMieattun inio ai- 
-mom tnat Kep L)an Hustenkuwsai tU- 


-utnint the \u«*esiion mat the presidem 
and lira lads wuuhJ ever reum separate 
Uwverv vac me tne political lallout 


That'i not somethine you want to 
Jo. save Norman Umsiem. a resident 
-- nolar at ine American bnterpme in- 
•unite. I Jam'! think anvimne like tnat 
—hih 1 be on tneir radar screen it a politi- 
-allv unteaaioie. because 11 suggests a 
• jipaOthtv mat no one wants 10 suggest— 
and it suggests diverging inieresis here 


.. -unset— «i mient be the pain the couple is 
c > enniallv lorced to take . 

VhU some prominent white collar law- 


•e now because the Ion ter they wait, 
-uch a muve would be devastating It the mote eaptosive 11 would be 
-■uld tend i he ominous Signal. thev VIV It s prudent to tel separate counsel 

that UK powenul couple has somethin* 10 -»mer than later, rather than waiting until 
ii - leaked bv the gove rn m e nt to the press 
that there are even more serious claims 
against the Clintons, ssvs James Htbev. 
j partner at l) C.'s Verner. Liiplcrt. 
Bernhard. McPherson and Hand. 

If vou mate the selection now of teo- 



Hibev represented the wile of convicted 
spy Jonathan Jay Pollard: his brother. 
Richard Hibey ot U.C.'s Anderson. Hibey 
A Blair, r 




In fact, the O.C. Rules of Professional | 

c lawyers to disclose i wife told her client. Madison Guaranty. hr 

| mg ignorance about the first lady's 
In the most ettremc — and least I conduct. 

Clintons would be I 'The Clintons' case could p resent ar 
incontinent defease theory, argue: 

, —■ faring any mantmi privilege and sad- I Department s Public Integrity Section 
A Otacon aide says the ftru couple has I dhng Kendall with a clear-cut cotultcl "She may be saying uotbiag bad hap- 

! petted, and he may nave to aay, 'I don • 

— — i know if anything bad happene d. I wasa 

involved. " says Cole. "But mat put 


Bill and Hillary Clinton are both 
tented bv David Kendall, a partner at 

D.C.’s Williams * ~ 


Most With Legal Needs Don’t Turn to Lawyers 


In genernt. a s hard to know svna to 


I > 

I lOWH 

i | of b 


• In only one area dad me a 


I I i 


'An A w tr w nr o Situation' 

le Sterne maoer oousd tv 

From Use advocate a point of view 
you don I want to have to make you 
decision about how to advocate on- 


Finding Mood 


i l pied lawyers used by moderate 

legal system would be of no help, and IS I households 6J percent ot the lime, and I the t* 

percent handled the problem on their own i those used bv low-mcotne households 45 I ipouae. saya William Taylor, a panne 

Low-mcome households gave slightly | percent of the lime. Moderate -income i m O.C.'i Zuckcrmaa. kpacdcr. Cold 

« Legal Needs Study I different reasons: JO percent thought the I households also regvlreiy hared lawyers to | stem. Taylor A Kolker. 

defined moderate-income households u i system could aot help, while 16 percent i handle wills and estates. Adds Taylor "The maoonsmo docsn 

'hose wiin veanv incomes ranging irom i cued cost concents, despite being eligible | The ABA advisory committee chair- I have to be antagonistic lor it to be a 

1 23 percent aoove the federal poverty line i lor free legal assistance. I man. Pritchard, who is • partner m heal- i iwkwwd smiauon I 

o ibO.OOO Low-mcome households, i u When no action was taken for a legal i lie s Heisell. iretterman Martin. Todd A I Legal-ethics capt 

‘ k “* * ‘ — *“ — ‘ nc«u. only « percent ot the moderaic- . Ilukaoaoa. says that the people m the I non tui could km 

income and 29 percent at the low -income i study have simple legal prooie ms . many i upmu counsel e< 

rt sat is! led with die rcsuiu. i ol whschdoet iCQuire negation- | case at a team. 

. I "It s frightening that approaimaiclv I Should Hillary w 
i i half the survey group siu in places wnere i Finn diem confide 



t chart. "These ■ 
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COUNSfl FROM MCI II 

l.«fce henell and her lawyer imo a delicate 
'HuatKM While the rules ol professional 
responsibility permit lawyers under 
'sruiiny to reveal pnvilcecd client mlor- 
rnanon as pan of rhetr defense, there is no 
pousai ciception 10 i 
rule So information Hillary Clinton 
<haies with Kendall should not be shared 


"It's quite clear that if Hillary Clinton i 
has diem information that she wants to 
1 cue to her lawyer in order to receive 1 
i 'ompetem representation, she should have 
i 'cpante counsel. ' says Stephen Gillen. a 

1 legal cthicisi and prolessor at New York i 
1 University School of Law. iGillers is an 
r tor Counsel Connect, an 
al filiate ot Lttad Tunes. I 

Eiacutnra Pmrilaja 
Separate counsel could also be hi order 
should President Clinton want to preserve 


scntaiton. Kendall may I eel obliged to i 


Some wggcu that it 

' I never assert cseeuttve privilege tti 
■dent Clinton But to do that would be I probe, because ot the political ramifies- i 
io breach Hillanr Clinton s own oblige- | non*: the White House has. after all. al- i 



Ethteiat Stephen Gillen raffsM that the n 
coaid compel Hillary Clinton to et 


But Harvard's Dershowitx recoenizes l 
the real-world imperatives at work when 
a lawyer s clients are me president ot 
the United States and the first ladv • 
So he recommends a solution mat. he • 
says, would lake into account die political l 
pitfalls of retainint separate counsel and ■ 



mg the Whitewater matter at a hvpothet- i 
ical for a legal-ethics class he a teaching | 


That solution strikes veteran practttion- i 
en of the local white-collar defense oar as i 
too clever bv half. 

It would get out. says Venter. Lip- I 
felt's Hibev. "When lawyers representing t 
suds high-profile clients do things in sc- i 
crct N caa only come back to kick you i 

right m the teeth. ' 

At learn one eapencnced defen-c tawver i 
arguei that the first couple t public- 
relations and political interests setuaiiy 
would be better served if they hire sepmse 
lawyer*. 

"I could sea the pohncal tvpes saymg 
don't do says dot lawyer, who asta 
not to be tdeaufted. “Bui I dunk dot's 


tulase her from White Horn staff who 
tight be ctoMag tanks behind do press- 
ent alter ci pease. 

"The loyalty of peopta at the White 


For Prtitdeat Cliatoa. on the other 
haad. relying on Sts own lawyer might 
help insulate him from queuioas ntaed 



Budget-watcher*: See how Clinton's budget ■ 
going to effect your orgenizetion by ettending: 


FY '95s The President's 

Budget in Perspective 


eise . «tse • pms ease 



How far is the president prepared to go to cut the swollen federal 
1 deficit/ Will lawmakers play along/ How unit Medicare (are/ What will 
be the impact of health-care reform and the National Performance Review/ 
; Find the answers to vour questions bv attending CQ'i full-dav program. 
FY *95: The President's Budget in Perspective wst davs after the 
president s budget is released, led by noted budget analyst. Dr. Allen 
I Schick, our opens will weigh the Impact on funding levels for health 
I ' care, defense, taxes, the economy and more* 
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Whitewater 


paper trail 
a muddy one 


By Dennis Cauchon 
USA TODAY 

YELLYILLE. Art - If the 
devil is in the details, the spirit 
of Whitewater may reside on 
Lot 13 on County Road 666 . 

Located on a dirt road. Lot 
13 Is a 2.7-acre wooded plot 
where Hillary Rodham Clinton 
built a model home to spark 
sales of Whitewater lots. 

Nothing illegal has been 
found in its handling, but the 
paperwork is so sloppy that 


are an 

of dates, dollan and owners. 

The imprecise paperwork is 
all the more unusual because it 

McDougal; a respected lawyer. 
Hillary Clinton; and a veteran 


"The whole Whitewater 
thing smacks of very poor 
bookkeeping." says Thomas 


from Madison Market- 
ing. And Madison Marketing 
got all its money from Madison 
S&L. whose failure cost taxpay- 
ers at least $47 million. Madi- 
son Marketing was owned by 
Susan McDougal. James 
McDougais wife. 

White House aide Bruce 
Lindsey says it’s irrelevant 
whether the money came from 
a McDougal personal account 
or Madison Marketing. 

There's nothing improper 
about it" he says. Other quirks: 
- — of Kingston, owned 
07 McDoupi. loaned 

Hillary Clinton $30,000 on Dec. 
16. 1980 - 10 days before she 
owned Lot 13. which was used 
as collateral 

It is unusual - but not a 
crime— for a bank to loan Ant 
and get the collateral later. 

► Hillary Clinton got Lot 13 
without paying for it She paid 
no Income taxes for genmg the 


tax lawyer and accountant. 

“From what 1 can ten no 
one was trying to do anything 
wrong but It Is acutely ember- 
ng for a partner in the 
i prestigious law Arm in 
to be involved in 


If the Clintons did nothing 
wrong the Whitewater story 
has lingered in part because of 
poor paperwork that might be 


Lot 13 perfectly illustrates 
the Clintons’ paper problems. 

The story of Lot 13 should be 
simple: Hillary Clinton bor- 
rowed $30,000. built a modular 
home and sold it to a Mississip- 
pi man. The man went broke. 
The Clintons got the property 
back from bankruptcy court 
aiwi rfiwlrt IL 

But the paperwork at the 
courthouse here and else- 
where is full of quirks. 

For example, the < 
recorded selling the property 
for the second bine on Nov. 28. 
1988 — three days before they 


That's no crime, but it is odd. 
The most serous problem 
for Clinton is that Lot 13 pro- 
videos link b e tween the faded 
Madison Guaranty Savings and 


sms show that in No- 
r 1985. Whitewater De- 
tent Co. Inc. made a 
payment on a loan taken 
BUI Clinton on Lot 13. 
problem: Whitewater's 
to pay Clinton's loan 


The White House says the lot 
and home were effectively 
owned by Whitewater. 

Hillary Clinton loaned the 
$30000 back to Whitewater in 
“a mirror loan. ’ says Lindsey, 
and Whitewater made the loan 
payments. But no public docu- 
ments reflect a mirror loan. 

“ITs pretty hard to construct 
a scenario where Hillary 
doesn't have some tax liability 
on the property.'' Ochsenach- 
lager ays. Moat likely she 
should have reported the value 
of the property as a dividend 
from Whitewater, he says. 

► The Clintons bought Lot 13 
aq mn m November 1988. ac- 
cording to county land and 
bankruptcy court records. 
Their taxes show they owned 
the property in March 1987. 

► The Gintons' tax returns 
show the property was sold for 
$23,738. County land and name- 
sor records say it was $28400. 


The White House baa an- 
swers for moat questions. 

For example, the G i n to n s 

rety on Denver attorney James 

Lyons' report to show they lo* 
$68,900 on Whitewater, al- 
though they haven't claimed 
the full loss on their taxes. 

The Lyons report details the 
mntww Whitewater finances 
from 1980 through 1991 — ex- 
cept for 1990. which is omtned 


Lindsey says there was no 
accountant worksheet for 1990. 
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Little Rock links : Politics, 
society entwined 


By Judy Keen 


USA TODAY 

UlTLE ROCK - In me 1980s. ev- 
eryone who mattered knew every- 
one else here, and they all knew - 
or wanted to know — their dashing 
young governor. BUI Clinton, and his 
lawyer wife. Hillary. 

Everyone shopped at the same 
grocery stores out in me Heights or 
HUIcrest where they lived and spent 
their evenings at me «a««t 
events and charity fund-raisers. 

So when me April 30. 1989. letter 
from Little Rock’s Rose Law Firm 
arrived at me Arfcanms Securities 
Department, no one baaed an eye. 

The letter asked whether it was le- 
gal for Madisoo Guaranty Savings A 
Loantoseil prefe r re d stock. It was 
t by o wner Jim 


Cl i n to n s whose thrift was already the 
subject of a seaming tank examin- 
ers* report but it was no btg deal. 

The letter listed Hillary Rodham 
Q”* “ a contact at the high- 
powered Rose firm, but even though 
she was the governors wife, she was 
juftanotber lawyer. No big deal. 

A copy of the letter was sent to 
Beverly B a ssett men Arkansas' chief 
SAL regulator. She was a ap . 
poiatee and her own taw Arm had 
dona work for McDoupu. But mis 
waa Little Rock, so it was no btg deal. 

But that letter — aim Bassett’s 
“Dear HiUary" reply two weeks later 

— have come to symbolize the dub- 
by. insular Little Rock where a few 


(ideally, socially and financially. 

No wonder that Robert Fiske, spe- 
cial counsel named by Attorney Gen- 


the CUntom. McDougai. and their 
WWtewaitr Developmen t Co. Inc, 
calls Little Rock “the center of gravi- 
ty” Those sometimes incestuous 
links have become a very big deai. 

The questions facing Fiske: Did 
they evolve into illegal or un^q ucai 
conduct by either Clinton? Were 
Madison funds improperly diverted 
ar me d to pay political or personal 
data of prominent Arkansan, in- 
cluding the Clintons? Win me July 
19N suicide of Vincent Foster - a 


former partner of Hillary Clinton 
who became White House deputy 
counsel - linked to Whitewater? 

As Fiske dissects me Whitewater 
sanu he'll focus on the tangled ties 
between the Clintons and MeDougaL 
whose Madison SAL (ailed in 1989 
and cost taxpayers at least Sf 7 mil- 
lion. Some connections are dear 

made McDougai a first- 


his ex-wife. Susan. were partners 
with the Clintons in WhHewwer. 
McDougai raised money for Clin- 
ton’s McDougai hired Hil- 
lary Clinton's firm. 

Bntce Lindsey, a senior Cl i n to n 
adviser who was then a punter in 
another big Little Rock law firm. 

says it's the same everywhere. “I un- 


"he says. buttfstn- 

evttabie that power broken move m 
the ante circles. 

Ahhougb Arkaama is hom e to 
plenty of big firms, like TCBY and 
WhMAart Little Rock's tight elite is 


dan's das system, historians say. 
“Arkansas history is a small elite, 
virtually no middle clas and s Mrgc 

-Theeliie in this 

after itself for sure - «*•*"««* ■ 
tbe nature of all gnw» - its 
also made an honest and dedicated 
effort to bring up the whole stale, 
says Willard Gatewood, a httonan 
of the South and former chan cellor 
of the University of Arkansas. 

Bassett, now Beverly Bassett- 
Schaffer, says all me talk of elitist 
mutual back-scratching a overrat- 
ed. She never met 
«ys. and never knew the Clintons 
were partners m Whitewater. 

As for HiUary Clintons re 


««»»» -h Arkansas was not run in 
a shady fashion or any son of crony- 
ism that has been transported to 
Wtohingnm. D.C That’s not me way 
things happened at alL . . . We can't 
help it that you keep running into me 
same people, but ... there was no ef- 
fort to protea political friends.’’ 

But some say me cozy, casual Mur- 
ring of business and social bound- 
aria created a clima te ripe fo r 
abuses that veered into impropriety. 

“The government of Arkansas was 

too dose to me power elite." says 
Rep. Jim Leach, me Iowa Republi- 
can whose questions about me Clin* 
too 1 da to McCxmgal Madison and 
Whitewater propelled the old rein- 
domhips into a national issue. Madi- 
son was run as a private pioy bank 
tor insiders as weU a some of tbe Ar- 


ssysshe was not impreoed to we the 
governor s wile's name on «l Not 
. . . She was just tha other 
o at the law firm. If we didn’t 


^^tthouSb Basseu-Scha ffer ac- 
knowiedga Little Ro ck's uoderi 
weren't a vtfttoni r 
noaatbettme.’*siM 
o aiiay everybody** c 


In Little Rock's newmoney ad- 
vene of the late 1970s and early *80, 


a babyMue Bentley. His doot waa 
retobed in the exploding hanki n g 
and real estate boom, but It waa 
borne of potidcc He worked lor the 
iii^ilrntiil r*«wr*«B" of John F. 
Kmdysnd the staffs of Seta. John 

McOrtlsn and J. Wlffiam Futtright 
and in 1983 won n Democratic con- 
qitiwisl prtmory. 

McDougai cerebral and energet- 
ic had known Clin to n rince Fill- 
bright's 1968 campaign when 
M ePouaal assigned fiintm to dri ve 
SdbrSt A shared pawn for poll- 
da pew into friendship. 

ini* Rock’s late-'70s boom "wa 
son of like WWi Street in die m" 


• maritot at me right time, 
he made money.’’ and it wa only 
natural he sought out his friends 


ter a budget vacanon paradise. 

"If you go out and you Ind a piece 

of property that you think has poten- 
tial and you don't warn to carry the 
entire risk, you’re going to ... pitch 
that piece of property to people that 
you are friendly with." Lindsey says. 

McDougai's myriad hanking and 
■■i mftm deals grew and attficBd 
i from the staffs VIPs: 

_kansas Gov. Jim Guy 

Tucker Seth Ward, the fatheruHaw 
of top Justice Deportment official 
Webtoar HubbeiL a tonner taw porv 
nerof HiUary Clinton: Futbrigbt; Dal- 


But regulators’ reports show 
McDougai wa a careiea manager. 

especially when it came to Madison. 

During his tenure a owner. Us 
S6miilkxi m deposits and tiny loon 
portfolio ballooned to deposits of 
;i23 million. Loans to officers, direc- 
tors and related pania swelled from 

S960JOO to 817 miiliao. 

Tha land of rapid growth is dan- 
geno. indicating an SAL is ofihring 

I - ! 


-to- 
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Parties split on issue 
ofhearings 



House and Senate members broke 
ilOM iindy Mrasm tinea whan 
ashed by The Washington Times 
whether Congress should hold hear- 
ings into the Whitewater-Msdison 
aflUr. 

Johdmt the 177 Republicans who 
said they would support hearings 
were nine Democrats — including 
one committee chairman. Rep. Dan 

GUckman of Kansas, who heads the 
In telligenc e Committee. 

* wr| I senior Democrats and 
chairmen said privately 
tam hearings were inevitable and 
that postponing hearings could hurt 


that a review of the matter could be 
warranted in the future. 

In the survey » ail S39 senators, 
representatives end d el egat es . 190 
Democrats and 31 Republicans ci- 
ther had no comment or did not re- 
spond. There is one vacancy in the 

Tha partisan break is not surprs- 
ing, as the issue revolves around 
President Clinton, 
a Democrat, had while he was gov- 
ernor oi Arkansasduring the 1980s. 

But some Democrats are becom- 
ing increasingly nervous about the 
fallout their stand against 
hearings could have as some Repub- 
licans are using every opportunity to 

try to force the issue. 


M ea nwh ile. 120 Democrats. 11 
R epublica n s and one independent 
whochose to answera telephone sur- 
niyhy The Wuhinaton Times said 
haarmgi were not necessary at this 
fimm. But many held out the prospect 


nor be singled out. just because the 

Conk tnuedo^ next pcae: 


7 ' 
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Madison S&L funds 
paid Clinton loan 


Leach releases documents 
to show Whitewaters role 


By Paid M Rodriguez 


Funds from the faltering Madison 
Guaranty Savings and Loan Associ- 
ation were funnel ed through White- 
water Development Corp. to make a 
payment on a loan to Gov. Bill Clinton 
in 1985. according to documents re- 
leased yesterday by the ranking Re- 
publican on the House Banking 
Committee. 

The money transfer "undersea res 
that then -Gov. Clinton had personal 
liabilities reduced by a payment 
from Madison." Iowa Rep. Jim Leach 
said in an accompanying statement. 

“Such payment presumably car- 
ries ethical as well as tax implica- 
tions and is part and parcel of the 
$47 [million I to $60 million esn- 
mated taxpayer loss at Madison." he 
said. 

The White House declined to com- 
ment yesterday. 

Me Leach, who has been probing 
the Whitewater-Madison matter 
since last year, said he was releasing 
the material to underscore his con- 
cerns about continued stonewalling 
by federal bank regulators who have 
declined thus far to cooperate with 
his tnvesngauon. 

The documents establish for the 
first time the source of a previously 
r epor t ed — but still unexplained — 
payment of $7 J22.42 on the Clinton 
loan by Madison owner James B. 
McDougai. Mr. McDougai and his 
wife. Susan, were partners with Bill 
and Hillary Clinton in Arkansas 
Whitewater Deviopment Corp. 

The source, the documents reveal, 
was a S 7.500 deposit in a Whitewater 
account from Madison Marketing, a 
subsidiary of the S&L that was run 
by Mrs. McDougai. Madison Guar- 
anty failed in 1989 at a cost to tax- 
payers of about $50 million. 

Tha documents show: 

• On Oct. 31. 198S. Whitewater 
had a bank balance of $12.49, and yet 
a check signed by Mr. McDougai for 
$7,322.42 was written on Nov. 7. 1985. 



P— W> Muw r mmm m Iru Im 

Nn substitute! President Clinton 
talks aoout values yesterday at a 
scftool in Southeast. Story. A9. 


on the Whitewater account to Secu- 
rity Bank of Paragould. Ariu as a 
payment on Mr. Clinton s loan. 

That Clinton loan, made in 1983 in 
tha amount of $20,800. was used to 
pay off the remaining balance of a 
$30,000 loan to Mrs. Clinton from 
Madison Bank and Thist in 1980 to 
build a modular home at Whitewater. 

• On Nov. 8. the day after the 
McDougai-Whitewater check for 
S7J22.42 was written, a $7300 de- 
posit in the Whitewater account was 
made by Madison Marketing to 
cover the check Mr. McDougai had 
sent as a loan payment for Mr. Clin- 
ton. A Federal Home Loan Bank 
Board exam said Madison Market- 
ing was largely a sham corporation 
owned by Mrs. McDougai until 1986. 

Mr. Leach said he would not char- 
acterize these transactions as illegal 
but as a "possible” diversion of tax- 
payer funds “on a deferred basis" 

(_jCP Hr- CO 
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Bill Gains to End Interstate Banking Curbs 


By KEITH BRADSHER 


\momm IfttNtv Van raws 

WASHINGTON. Feb. 3 - Congress 
appears increasingly likelv «o re- 
move the biggest remaining barriers 
to interstate banking. A House panel 
indorsed a bill today to remove the 
turners, and the leading Senate crit- 
ic of the bill abandoned ius opposition. 

To some extent, the legislation rec- 
ognizes the reality that most states 
already allow out-of-state banks to . 
acquire local institutions. But the bill : 
is expected to bring real changes in I 
the Southeastern United States by 
eliminating present rules that bar 
most acquisitions by banks from out- 
sids the regno. 


ward L Tingling, the executive direc- 
tor of government relations at the 
American Bankers Asso c ia t ion here. 

The bill would also allow sprawling 
acquirers oi banks like Nation sbank 
m Charlotte. N.C.. to consolidate iheir 
different banks in several states and 
operate as a single bank. 

Bank lobbyists have contended that 
this would allow considerable cost 
savmgs by eliminating the duplica- 
tive boards of directors and corpo- 
rate officers that banking conglomer- 
ates now manta in. 

The Fleet Financial Group in Prov- 


idence. K.I.. for example, currently 
maintains separate stalls lor seven 
hanks in New England that serve an 
.tree smaller than California. 

■Southeastern states from Virginia 
io Mississippi, including Florida and 
Georgia, allow interstate bank acqui- 
sitions within the region, but limit the 
percentage of assets that their h»«kt 
can hold outside the region. The bill 
would eliminate this restriction, ex- 
cept for states that pass legislation 
within three years to retain it. Bank- 
ing expens said they considered such 
taws unlikely to be enacted. 


House three years ago, hut died after 


t rat of Connecticut, added an amend- 
ment io restrict the sale of insurance 


to withdraw their lupport for the bill 


Mr. Dodd anoow 
■ hmheno.ta qpH- s 


i of any threat from 


A busy legislative calendar and op- 
position from some consumer groups 
man that final passage of the bill is 
far from guaranteed. Still the House 
panel's vote and Mr. Dodd's an- 
nouncement dramatically “increase 
i he possibility of (he Congress's pass- 
ing interstate legis l ati on . " said Ed- 


A group of shareholders of the Continental Bank Corpora- 
tion has sued to block the bank's proposed merger with the 
BankAmenca Corporation, saying the $1.9 billion deal Is 
“unfair and grossly inadequate." The lawsuit was filed in 
Delaware Chancery Court on Friday, hours after BankAmenca an- 
nounced plana to acquire Continental. Chicago's second-largest bank. 

In their sun. the shareholders said that the stock and cash offer 
was too low for Continental, a company with S24 billion ui assets. The 
group is also contesting a lockup stock option and a S60 million breakup 
fe« called for tn the merger agreement. The provisions are aimed at 
d is co ur agi ng another bidder for Continental. Spokesmen for both banks 
declined comment on the suit. <AP) 


-■?- 
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S&L Funds Used for Clintons, Investigators Say 
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Plundering banks in 
‘the Lawless State’ 


lb hear Bill Clinton and his fnends tell it. Arkan- 
sas is not so much the Natural State as "the Lawless 
State." 

The president's defenders, trying to put the best 
face on the growing mystery called Whitewater, 
shrug and say that. well, plundering banks and 
shaking down farmers and merchants m a poor 
state is not what nice people do. but the Clintonoids 
are only doing what people have always done down 
there. 

It's true that Arkansas has always been a robust 
place, a land of wondrous beasues and magic huck- 
leberries. where ihe frontier spirit lives m the be- 
lief that a man is entitled to do just about anything 
he's big enough to do. and. in ail fairness to the 
president, the randy and voracious razorback boar 
was widely venerated fora long time before he ar- 
rived at the place allied Hope. 

And in Arkansas lore, governors have always 
been cut a little slack, such as the governor in the 
'30a who wrote fire and theft insurance or. every 
concrete and steel bridge m the state highway sys- 
tem. and the governor in the 50s who. about to be 
indicted for stealing money from the state highway 
fund, got tus chief of staff to arrange to replace a 
certain judge with the town drunk, who then dis- 
missed the grand jury that was about to indict the 
governor 

White water, as all water will, seeps and drips. 

Sen. David Pryor, the president s gofer in the U.S. 
Senate, seems as bewildered as the rest of the 
Democrats. The Republicans, he complained to his 
hometown paper the other day. "keep raising the 
ante." First they wanted a special counsel: now they 
want a congressional investigation. Mr. Pryor is un- 
happy, like most of the congressional Democrats, 
because "Whitewater” is suddenly seeping into pub- 
lic consciousness faster than they can bail. Drip, 
drip. dnp. 

If Vince Foster actually killed himself, as the ace 
of detectives of the Park 
Police insists, maybe it 
was because he was 
aware, as the rest of us 
are not. of the size of the 
mighty wall of white 
water about to descend on 
himself and his fnends in 
the White House. Why else 
would a man at the top of 
his career, in perfect 
health with a beauuful 
wife and teen-age chil- 
dren. do it? What did he 
know, and when did he 
know it? And who else is 
going to find out? 

A month ago. everyone flinched from using the 
I -word. Impeaching another president was too aw- 
ful to even think about. Now some people, having 
finally looked at the violent death of Mr. Foster with 
unblinkered eves, are mumbling the M-word. Mur- 
der. as the Bard said, is an organ with many 
mouths. 


Who knows who might have done in Vince ros- 
ier? An itinerant mnkie. looking for a few dollars to 
!-uy a fix? An embittered client? Someone with a 
: rudge against the lawyers ot the Rose Law Firm. 

■ no seem greeuv even tor lawyers? 

The more we know aoout this soraid storv. the 
more sordid it looks. Bill Sessions, a native Arkan- 
san who was booted out as director ot the FBI the 
day before Mr. Foster died, says Mr. Foster was part 
of a cabal within the Justice Department struggling 
for control of the FBI. Now stones abound, both 
here and in Little Rock, that Webb Hubbell. who as 
assistant attorney general signs his letters "chief 
operanng officer.” has not only not recused himself 
from the Whitewater inquiry but is actually trying 
to manipulate the investigation to protect the Clin- 
tons. 

House Speaker Tbm Foley, trying desperately to 
hold back the wall of white water, argues lamely 
that hearings are not necessary because no one has 
presented evidence of wrongdoing. Precisely. Mr. 
Speaker. You collect evidence first. Then, if you find 
the evidence, you bnng charges, l Your lawyer could 
explain it to you.) 

The president no doubt wants to get to the bottom 
of this more than anyone: Mr. Foster, after all. is 
said to have been Hillary's best friend. Even at this 
late date, he could assign the FBI to do what neither 
a ranger of the Park Police tor even a meter maid) 
could do as well as the agents of the best investiga- 
tive force m the world. 

Until he does that, and invites Congress to set 
loose its own investigators, the thunderclouds of 
suspicion now building over the White House will 
soon render his administration moribund. Impotent, 
even. Arkansas is God’s own heaven, as all know, 
and its good name will survive even Bill Clinton, but 
there may be more things going on here than even 

heaven dreams of. 
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:nar should be ciomcIv scrutimzcu. 

Me said he basca ms conclusion 

‘>na Banking committee Kepuoncan 
-tatf memorandum, wmen was re- 
leased vesterdav atone with a letter 
to i Roger c. Altman, the interim neau 
ot the Resolution Ihist l.'orp tRTG. 
urging his recusal from anv prone 01 
the Whitewater-Madison aifair. 

The undated start memo to Mr. 
Leaeh said that, "based on documen- 
tary evidence available to the minor- 
ity. it appears that Madison Market- 
ing served, in at least one instance, 
as a conduit of funds from Madison 
Guaranty to Whitewater and Gover- 
nor Clinton." 

“If this is correct, it would appear 
that insured funds from the failed 
Madison Guaranty were diverted 


and directly benefitted the governor 
and his investment in Whitewater, a 
data Clinton had denied." the memo 


'-v-huuik uj a i*b/ article in Ar- 
kansas Business, a Little Rock publi- 
cation. Madison Marketing was ac- 
tually a fictitious name for Madison 
Financial Corp. (MFC). Madison 
Gumanryg real estate operation. 

Mrs. McOougal also ran Master 
Marketing, a sole proprietorship 
wnoae office originally was at U10 
Mata it., the offiee of MFC. Arkan- 
sas Business reported. 

Mrs. McOougal. as the head of 

utraoon loan, a third of which ulti- 
mately ended up in Whitewater. The 
toan. which was never repaid, u.is 
illegally obtained, according to tor- 
tn« Little Rock Judge David L Hale 
who says he was pressured bv Mr. 
McOougal and Mr. Clinton to direct 


the loan to Mrs. McOougal. 

Me Hale, under indictment tor de- 
frauding the BBA on unrelated loans, 
said all three were aware mat Mrs. 
McOougal was not qualified for the 
fon but knew that she could qualify 
for It — on paper — as a female ap- 
plicant. 

Mr. Leach, tn his strongly worded 
letter to Mr. Altman, tor the first 
tune also raised ethical issues about 
having a top IVeasurv Department 
official heading me RTC investiga- 
tion of Whitewater-Madison while 
serving as a political appointee ul 
President Clinton. 

The RTC is the lead independent 
federal agency responsible for in 
wadgating failed savings and loans. 

"I have high regard for your per- 
sonal integrity, but as you know. 
from th e beginning, it has been an 
awkward situation to have a presi- 
dmwally appointed and confirmed 
officer of the Thaasurv Department 


-Ko head an inacoenacnt federal 
•u-enev. me RTC." Mr. Leach 
■ is letter to Mr. Altman. 

When tnis prospect was lirst 
uggesfeu at m e beginning ot the 
linton administration, it j,d not 
mmonrv as^overiv 

!? r 3 ' non,ft 0r lw ° 
K e ,a « no RTC head had 
been selected, his letter said 
sin ' °r ver 11 has teen over a vear 
since the administration has been m 
office and ,t can only be des£2L£ 
asstructuraiiv unseemly 

3 f{” l ntee or » execuuve branch 
department to make what ire met- 
[***; en »rcement decisions for 
an independent federalTgo^ as 

TTie Iowa Republican has b~* 

fully so far — to get relevant doc- 
uments on Whitewater-Madison 
from federal agencies, such as the 
RTC 

House Democrats have appeared 
ut recent days to be softening their 
opposition to hearings on White- 
water-Madison as pan of a manda- 
tory oversight review of the RTC re- 
quired every six months. 

Me Leach said in his letter that he 
was still trying to work out arrange- 
ments with banking i gwin w to get 
documents, and hoped the RTC is at 
least pursuing all leads involving 
Whitewater-Madison. including any 
White House documents turned over 
recently to the Justice Department 
by the White House. 

These White House documents 
have not been released by the Jus- 
tice Department because they are 
covered by a federal subpoena and 
thus are protected by strict secrecy 
rules. 


Some of these documents are be- 
lieved to include confidential re- 
pons prepared by White House 
Deputy Counsel Vincent W. Foster 
Jr. a friend and personal lawyer to 
the Clintons, who committed suicide 
in July. 

"If the White House chooses to 
use the Justice Department to shield 
Whitewater documents not only 
from the public and Congress, but 
from other government agencies, 
such as the RTC. which have legiti- 
mate public law enforcement re- 
sponsibilities. u is hard to believe a 
responsible resolution of the issues 
involved can be made by regulatory 
authorities. Mr. Leach said. 

Ha also said that "time is dearly 
of the essence for the RTC to make 
judgments" about any investigation 
baeauac the statute of Umtuuons for 
certain kinds of civil penalities wiU 
be running out at the end of Feb- 
ruary 
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Sessions says White House 
‘compromised’ Foster probe 


3v Michael Hedges 

H( MMMMQTON TMf • 


The FBI investigation of Deputy 
White House Counsel Vincent W 
Foster Jr.'s July 20 suicide was com- 
promised from the beginning" by 
the White House and the Justice De- 
partment. former FBI Director Wil- 
liam Sessions said. 

The relationship between the 
White House and the FBI at the time 
of Mr. Foster's death should be 
looked at m the context of known 
events which had political implica- 
tions." Mr. Sessions said in a state- 
ment first reported by the New York 
Post. 

Mr. Sessions’ remarks come amid 
Justice Department refusals to re- 
lease documents on the Foster sui- 
cide. lingering questions over the 
White House s role in the FBI probe 
and a prominent columnist’s report 
that a candidate for special counsel 
turned down the job when he could 
not get assurances of cooperation. 

"The FBI in May and June of 1993 
had already been involved in the 
TVavelgate' affair that re-erupted 

when FBI agents had been sum- 
moned to the White House without 
my knowledge” Mr. Sessions said ui 
a two-page, handwritten statement. 



W a ao r v t lonai Former FBI chiel 
WiHlam Sessions savs politics got in 
me way of the suicide investigation. 


The White House and Justice De- 
partment were clearly in a politi- 
cally awkward position with the FBI 

TVavelsaie investigation in July 

1993." 

Mr. Sessions' statement corre- 
sponds with those of current and for- 


mer FBI and Justice Department of- 
ficials who had told The Washington 
Times of interference by the White 
House and Justice Department in 
the bureau's work m the Foster in- 
vestigation. 

Me Sessions was fired as FBI di- 
rector July 19 — the day before Mr. 
Foster killed himself — after a de- 
partment review of ethics accusa- 
tions. In his statement, he said the 
FBI’s compromised role in the Fos- 
terprobe and the White House travel 
office scandal prompted his com- 
ments on leaving the bureau: that he 
"would not be pan of politicizing the 
FBI. from within or without” 

An FBI spokesman said yesterday 
that the bureau would have no com- 
ment on Mr. Sessions' statement 

At her weekly news conference 
yesterday Attorney General Janet 
Reno said: “I got the FBI as involved 
aa they thought waa necessary . . . I 
don’t know what (Mr. Sessions tsl 
talking about" 

But some current and former fed- 
eral law enforcement officials have 
bean saying since July that the FBI 
waa shackled in its efforts during the 

“It is very remarkable that the 

Continue& o 


White House wanted to limit this 
case to the Park Police.” a former 
Justice official said. “The bureau 
was brought in for cover, but the 
agents were not allowed to do thetr 
jobs. The agents complained about 
it." 

The U S. Park Police became the 
lead agency in the case because Mr. 
Foster died at Fort Marcy, a small, 
roadside park in Northern Virginia 
that is under Park Police jurisdic- 
tion. 

Soon after the suicide. White 
House Counsel Bernard Nussbaum 
cited executive privilege in prevent- 
ng Park Police and FBI agents trom 
-carchtng Mr. Fosters office. The 
Washington I imes reported in De- 
cember. 

Mr. Nussbaum also blocked Park 


Police and FBI investigators from 
examining Mr. Fosters personal pa- 
pers and belongings when they went 
to the White House on July 22. 

The agents were ordered to sit in 
.i hallway while staff officials went 
hrough the documents. The White 
< louse officials put several items in 
i box to be delivered to Mr. Nuss- 
haum's office, and an FBI agent was 
reprimanded when he stood up to 
peer into the room. 

Investigators who went to Mr. Fos- 
ter s home also were turned away. 

Mr. Sessions' remarks on Itavei- 
gate referred to the White House* 
firing of seven employees in its 
travel office. In an unprecedented 
move, the FBI issued a statement 
jvmg that it was investigating the 
^jsc. supporting White House |us- 
utications tor the dismissals. 

Hie matter is under investigation 
by the Justice Department. 

The investigation of Mr. Fosters 
death has become controversial ui 


part because key documents related 
ro the case, including the police file 
and the autopsy report, have not 
been released. 

Yesterday Justice Department 
spokesman Carl Stem said official 
requests for the documents by news 
organizations, including The Wash- 
ington Times, would not result in a 
quick release of the reports. The 
Park Police report was completed in 
early August. 

Freedom of Information Act re- 
quests filed soon after Mr. Foster's 
death have not been fulfilled, which 
p r o m pted the Wall Street Journal to 
sue the Justice Department last 
week. x 

Me Stem said police and autopsy 
files would not be released until spe- 
cial counsel Robert B. Fiske Jr., who 
is prooine the Foster suicide as part 
■>f his Whttewater-Madison investi- 
gation. reviews them. He said that, 
as of vesterday. Mr. Fiske had not 
been given the reports. 
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tiigb interest rates to attract deposit 
and malting high-interest loan s to 
risky borrowers. 

If you had to pick the typical 
tailed S&L Madison would fit the 
profile" says consultant Bert Ely. an 
S&L expert, “it had every symptom: 
iow capital, rapid growth. notHraoi- 
donai investments, excessive com- 
pensation for its officers, etc 

Ely says even its connection to pol- 
iticians was common: "There was a 
mutual attraction between politi- 
cian and S&Ls. A lot of S&Ls were 
looking for political cover, politicians 
were looking for money. But outside 
of that, many S&L execs were poUti- 
catty active people anyway." 

Eventually. McDougtfs world un- 
raveled. ending in Madison's failure 
and his 1989 Indictment for bank 
fraud. He was later acqumed. During 
dint time, bis ties to the nintn^ re- 
maned intact: Hillary Clinton even 
sought, but did not raceme, power of 
auovney over Whitewater. 

_ T*e next chapter played out after 


two days later, a crypoc. torn suicide 


USA Today 
February 4. 1994 


wlvad queraon of eddn 
"leadership ts all about taora and 
moral authority and how the two 
«ti£n. H he says. “It comes down to 
public trust. Ultinately, the larger a- 
we here may end up relating to how 
the executive branch deals with din- 


News report questions 
first lady’s role in suit 


By Denms Caucbon 
USA TODAY 

T7i» Chicago Tribune report- 
ed Thursday that HlBar yRod- 


Her law firm settled a S3J 
mason suit again* Lasraer A 
Go. lor 1200.000. The case in- 
volved First Amencan Savtop 

and Loan, an Oak Brook. 111. 
S&L that failed in 1988. 

• a Little Rock bus*- 

nensan. was a political sup- 
porter of Gov. Bill Clinton. He 
also employed Roger Clinton, 
the president's half-brother. 
Las ate r and Roger Clinton 
pleaded guilty to cocaine 
Phenes mat were reimed. 

The suit was h a nd le d prop 


OhMon. when sbe was a lawyer 
at the Row Law Firm, acted 


_ 'Of the allege- 

, she said: ‘Thera things 

an thrown up as n diversion." 

In other Whitewater new*. 
Rep. Jim Leach. R-Iowa. ashed 
Thursday for a ruling on 
whether the head of the Raw- 
lutioo Trust Corp. should re- 



retary. He has been filling in as 
head of the independent agen- 
cy hr— the job is v 


WMtrn 


investigation. said 

the probe puts Altman tn "an 
awkward position'' because 
Madison Guaranty Saving & 
Loan - a fatted thrift owned 
by Clinton's Whitewater pan- 

s McDougsi - is at 

of the controversy. 

comment. “Ifs being re- 
viewed." said Tremury spokes- 
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Federal Reserve appears 
ready to let rates go up 


Bv Bill Montane 
USA TODAY 

Investors were startled 
Thursday when n appeared the 
Federal Reserve was letting 
short-term interest rates rise. 

Triggering the jitters: Hie 
Fed s failure to rein In the key 
federal funds rate, which 
banks charge each other on 
short-term loans. The rate rose 
to 125% Thursday morning, 
above the Fed’s 3% target 
Analysts thought the Fed 
would push down the rate at 
mldmonung by adding money 
to the banking system, it didn’t 
Some experts saw that as a 
sign Fed policymakers may be 
ready to voce to rase their tar- 
get to 125%. They end a two- 


day meeting today. "We caught 
them leaning,'' says James An- 
nable chief economist at First 
National Bonk of Chicago- 
The threat of higher rates 
pushed bond prices down and 
yields up. Stocks also fell 
But some analysts say the 
Fed may not have been trying 
to signal any policy change and 
knew the funds rate would dip 
to 3%. It did just that Thursday 
afternoon. Tt looks like (the 
Fed) didn't need to do anything 
after ail” to hold the rate at 3%. 
says Dean witter economist 
william Sullivan. 

Economists sdil expect rates 
to rise, possibly as soon as to- 
day but perhaps not for weeks. 


Fed ready to pull 
plug on low rates 


NEW YORK — How long can the Fed wait? 

Ills been eve years since the Federal Reserve last pushed 
interest rates higher. Remember 1989? Ghostbustcrs and 
Indiana Jones sequels were playing in theaters. Mini Vanilii 

was the hoc new musical group. The Buffalo Bills hadn’t yet 

last a Super Bowl. 

And the average yield on six-month bank certificates of 
deposit was as high as 9.3% (in 
April) — not today's 2JI%. 

Now, the downward spiral may 
be reversing. Thursday, the Fed 
declined to fight market forces 
that pushed its key rate weu 
above the 3% target for a while. 
Some economists expect the 
benchmark fed funds rate, avail- 
able to big banks for overnight 
loans, to stabilize at 3^5% in com- 
ing weeks, it’s been 3% since Sep- 
tember 1991 " Allowing this to 
happen at a time the Fed knows 

itH being watched dasety is a con- 
crete signal that the Fed has be- 
gun the process" of bumping rates 
higher, says David Jones, economist at Aubrey 
What s that mean? The economic recovery has been giv- 
en enough juice, and if it gets any more, things might get out 
of hand. That is. inflation could become a problem. Think of 
it as seventh-timing stretch at the bailgame. That's when 
beer v endors at some ballparks go home. iust In case the 
crowd was getting coo much of a good thing. 

For savers, the Fed's inaction b a signal that modestly 
higber CD rates may be coming quickly. Jones believes a 
six-month CD that yields 22J% today could rise to 34% late 
this year. Half of that 


Rate soars 

, ThrewmonSiT-fadidisoouniia 

3.14% ~ 


jump should occur the 
next week or so. But for 
the stock market it could 
mean problems. If CD 
rates go up. it will dis- 
courage money from go- 
ing into the stock mar- 
ket Indeed, stocks feU 
Thursday (Market 
Watch, right). 

Classic bull markets in 
stocks, like this one. tend 
to start deep in a reces- 
sion as rates begin to Call 
sharply. They tend to 
end nenr the herght of re- 
covery. which often oc- 
curs around the time 
short- term rates begin to 

that Dow 4000 may be 

more than a mere psy- — 

chotogicat hurdle The usa today 

round-number obstacle can be tough bv itself. In Julv 1990. 
the Dow twice dosed at 2999.75. It didn't get past 3000 uoui 

eight months later. Now. as the Dow closes in on 4000 . U also 

— I battle concerns that economic growth — even if sus- 
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Leach Suit Over Whitewater Documents 


Would Test Power of Ranking Members 


In Quest for Papers From OTS, RTC, Minority Banking Aides Cite 1979 Court Ruling 


By Glenn R. Simpson 
Rep. Jim Leach (R-lowa) says 
he expects to file a lawsuit against 
the Office of Thnft Supervision 
and the Resolution Trust Corpo- 
ration to force the agcnc ic s to turn 
over confidential documents re- 
lated to the Whitewater scandal. 
At issue is whether executive- 


branch agencies rmistre! ease doc- 
uments to a ranking member of a 
Congressional committee as well 
as the chairman 
Leach, the ranking Republican 
on the House Banking Commit- 
tee, has been waiung for OTS and 
RTC to respond in wnung to re- 
cent document requests. Leach 
alleges that the agencies are 
avoiding an outright written re- 
fusal because it will prompt Leach 
immediately to go to court 
"I think their apprehension is 
reasonable." said Leach. 'That is, 
they have good cause to fear thaL" 
Leach wants the agencies to 
turnover confidential bank exam- 
ination reports and related docu- 
ments. House Banking Commit- 
tee Chatman Henry Gonzalez 
(D-Teaas) has declined to en- 
dorse l w li reouesL 
The OTS has orally told Leach 
aidasUra tea requa* will be warned 

rather than Congress, b eca us e 
Leach is not a committee char- 


quest (Roll CaU. Jan. 13). 



a ka of taw Finns they can ask to 


Leach would almost certainly be 
denied use of the House Counsel 


crats oppose Leach’s inquiry 
"We art considering his request 
for the release of various docu- 
ments, and since his request is not 
an official request of the House 
Banking Committee, we are treat- 
ing it as a request under POI A and 



a believe they could 
win a court fight based in pan on 
a 1979 DC Court of Appeals deci- 
sion. Murphy v. Dept, of the 
Array, which found there is no 


Congressional committee and a 




Ilk iri.UM.tr. i -(t.Mi .Uliii.ii 

Kt-lUkvASAl v-iuLil I M.IMC 
pIcjN instcjil Itv Ivuiinc. l > regu- 
lar committee-.) >l lunula ihm. 

Special .wlcel uinimiiit-c icmi 
luuonv haJ been draltetl h. Ke 
nt in both clumbers. but 


Waning that the Ihm of minority rights could prove more important than lb* derails of the 
Whi n water feudal Itself. Leach, at a press conference Traday. noted, “It is conceivable that 
sore rt im r in the next half c*ntnry_the precedents being set might he beipful I to Democrats!-’* 

Three GOP House Members. Depositor Protection Oversight 
n requiring Reps. Bob Walker (Pa), Toby Board hearings, which are sup- 
" 'Roth (Wis), and Cliff Steam posed to be held every su months 
(Fla), ambushed Banking Chair- and have 


"It would be an inappropriate man Henry Gonzalez (D-Texas) early last year, 
incrnson imothe feguiaove gtiue on the floor during special orders Under oversight board. rules, 
for the com to decide wubou Tuesday and demanded that he Republicans believe they would be 
.for answer their queries on Whriewa- allowed tocall witnesses related to 
of a ter and Madison Guaranty. the (ailure of Madison Guaiamv 

be regarded as the Gonzalez said the Banking The House and Senate GOP 
Committee is still considering leadership last week backed off 
whether to investigate l 


House Banking 
Republicans made 
a parliamentary! 
gambit last week 
to force a public 
hearing on the 
controversy. 

the appointment ot special coun- 
sel Robert Ftskc by the Justice 
Department caused Republicans 
lo reconsider 

House Minoruv Leader Boh 
Michel iR-llll disclosed the 
GOP’ s decision to withhold a spe- 
cial cummiuce resolution in a let- 
ter to Speaker Tom Foley (D- 
Wash). Senate Minority Leader 
Bob Dole (R-Kan) followed suit. 

In his leucr to Foley. Michel 
said die Banking. Small Business, 
and Judiciary Committees 
"would be abdicating their cons u 

rational oversight obligation if 


1 likely be taken up at a 
Thrift Depositor Protection Over- 
sight Beard hearing. The board 
oversees the Resolution Trust 


Leach aides have 
been compiling a 
list of law firms 
they can ask to 
represent the 
Republicans on a 
pro bono basis. 

In die Senate. Banking Corn- 
official voice of the Congress for muiec Chairman Donald Riegle 
purposes of receiving such tnfor- (D-Mich) also promised to let die 
■nation, as distinguished from us matter be addressed at an over- 
ranking m montv member, other sight board hearing, 
committee members, or other The moves by Riegle and 
Gonzalez followed a full-court 
b by the GOP. 

Banking Commiuee Republi- 
c hecks and balances questions cans on Friday demanded that 
raised by the Whitewater contra- Riegle hold a 'special meeting" 
versy “could prove more ti graft- on the Whitewater and Madison 
— - - • ** scaidal. 

ts to say will be The Republicans said Senate 
it rather than rules allow three members of a 
committee to request a special 
meeting of the commiuee. and if 
i to fight the chairman refuses, a majoni 
Leach’s probe, be aid. “Ills con- can then vote to override him. 
ceivable that aomeumem the next House Banking Republicans 

half century the Republicans also made a parliamentary gambit 
might be in the majority, and the last week to force a public hearing 

t might be on the co ntrov ers y 

a ap- House Banking Cot 
peared id win ag reem en t from the Spencer Bacbus (R-Ala), sent 
mof theHouaeandScaaac Gonzalez a letter signed by all 20 


tng the W hitewater/Madison a(- 
fau." and asked Foley to orda the 
commiuees to hold hcanngs 
Foley refused 


resolved as a 


Mw h Ijm tmutno* 

Buffalo Bills boaster Alfonse D' Amato settled his Super Bowl 
bet with Dallas Cowboys cheerleaders Kay Bailev Hutchison 
and Pbll Gramm. Since the Bills lost by more than s points. 

ear the Cowboys boxers outside bis pants. 


/52-5y 
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Seconal Whitewater cash link probed 

Firm believed to have illegally routed funds to "84 Clinton campaign 


\ 




WWtewater-Maduon 

tan are looking at the records of a 
dMtina Little Rock investment firm 
ss a li kely second source of illegally 
routed monev tor the 1984 re- 
tloctton camoaien of Cov. Bill 


Inenuesurs are trying to deter- 
mine if Lsaater ft Ca. headed by Dan 
R. Lesater. was used illegally as a 
it to tunnel money from over- 


•nty Savings and Loon Association 
to the Clinton campaign or it money 
waa diverted directly f rom me firm. 

The La sater Madison connection 
•a outlined in a corn idem uil team- 
ues agreement signed by the two 
firms on June u. 1984. The pact es 


- — wMwa imm evvuuiH wiuun 

the Utttcr organization to buy and 
sell securities — <«nd was approved 
that same dav hv me Madison board 
of directors. 

The smele page agreement, 
signed by Madison board member 
Susan H. McDougai - men the wife 
of Madison s owner. James B. 
McDougai - was among documents 
*ened ui December hv icderal and 
congressional investigators looking 
Whucwaicr Madison atlair. 

“Madison and lasater both had 
•iccess to tremendous amounts ol' 
jnonev. and mere is concern aiming 
ic deral aumomics mat me Clinton 
campaign mav have been a direct 


beneficiary." says one law ^force; 

mwu official famUiarj*‘th the 

r Sang GOP member ofthe Howe 

S2S? 

“^UUJJSSc Chairman Ar- 
thur Levitt, Mr. Le^ asked for 
related" records involvuif Madison 
and the Lasater firm. 

"Madison and its mstitution- 
m i j «amfieant 


p w.Ji Lasawr * Cte. • now; 

i Arkansas securities nrm. 

Me Leach wrote. “It has bom re 
ported that Lasater «r Co. wea con 
nected with significant abuses in the 


Me Lasater. a longtime friend and 

political supporter of Me Clinton 
and his wife. Hillary Rodham Clin- 
ton, was convicted of distributing co- 
caine in 1986 and sentenced in De- 
camber 1986 10 serve 30 months in 


pnaon. 

Mr. Lasater served four months in 
a halfway house and two months un- 
der bouse arrest. Me Clinton par- 
doned him in November 1990. He u 
now an executive at Phoenix Mort- 
gage Co. in Little Rock. He has not 
->een available for comment. 

er> 


,£2SS~ 



2833 


CASH 

f 'rom page j 

•Vhile unucr tnvestigauon ov Ar- 
kansas Mate Police tor a cocaine* 
distribution operation involving Mr 
Clinton* brother. Roger. Mr. Lasater 
received more than soft* million in 
Arkansas oond-sate contracts to the 
I usater nrm. ail of which were 
■pprovcu bv tiov. Llmton. ihe 
I -asa ter nrm received a>1.6 million in 
'Tokerase tees trom two uozen sep- 
arate tax-exempt state oonos. 

In 1987. when Mr. Lasater surren- 
dered to federal authorities to beam 
•i prison sentence, ne relinquished 
control oi Lasater ft Co. to his execu- 
live vice president. Patsv L. Thom- 
asson. also a longtime Clinton sup- 
porter. o he is now an aide to the 
president, working in the White 
House, she was one ot three persons 
who searched the office of White 
Houae Deputy Counsel Vincent W. 
Foster Jr. less than three hours after 
his bodv was lound in Fort Marcv 
Park, off the George Washington 
Memorial Parkway ahe had accom- 
panied Mr. Foster in me days tie tore 
his suicide in tus search fora private 
attorney. 

Mrs. Clinton, then a senior part- 
ner at Little Rock's Rose Law Firm, 
also negotiated an unexplained 
$200,000 out-of-court settlement in 
1987 in a S3J million lawsuit filed 
against Mr. Lasater by the Federal 
Deposit insurance Coro. Mrs. Clin- 
ton represented the FDIC 
By the tune the suit was filed. Mr. 
l asa ter had contributed thousands 
of dollars to her husband* cam- 
paigns. had sponsored esinf.p 
fund-raisers and had let both Clin- 
tons use his private airplane. 

Whitewater-Madison investiga- 
tors are looking into queations 
raised by the Resolution Ihist Corp. 

< R7C) that funds were diverted from 
Madison to Mr. Clintons 1984 guber- 
natorial campaign. The RTC wants 
to know whether Mr. McDougai tile* 
gaily manipulated loans, using over- 
drawn Madison accounts, and di- 
verted S&L funds into the Clinton 
campaign. 

The RTC. which oversees failed 
S&Ls. also has quest tonsd the diver- 
sion of other Madison deposits to a 
failed real estate venture. White- 
water Development Corp.. jointly 
owned bv ihe Clintons and the 
McDougals. 

Now. investigators, j^rdtnq to 
the sources and to several of the 
more than 80 federal grand mrv sub- 
poenas issued so far. are looking into 
these other matters: 

• Mr. Clinton s personal lobbying 
ot Arkansas legislators in 1983 to 
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-ive Mr. Lasater a contract to sell 
10.2 million in bonds for a state po- 
oe radio svstem. rhe contract, ulti- 
mately approved, earned Mr. Lasa- 
v r* firm $730,000. 

• Mrs. Clintons contlict-of-inter- 
cst position in representing the gov- 

nunent in me $3.3 million FDIC 
.iwsuu against Mr. Lasater. wnich 
vas settled out of court. 

Mrs. Clinton and Mr. Foster rep- 
resented the government in that suit, 
i erasing Mr. Lasater of fraud in the 
failure ot First American Savings 
and Loan in Oak Brook. 11L 

• The role of the Arkansas Devei- 
•pment Finance Authority (ADFA) 
in the award of state tax-exempt 
hoods, underwriting contracts and 
hand counsel fees for the Lasater 
firm and other investment groups, 
brokerage nouses and law firms. 

ADFA was created in 1983 by Mr. 
Clinton to expand the sate* author- 
ity m issue tax-exempt bonds to de- 
velop property in Arkansas. 

Investment bankers in Arkansas, 
and a former ADFA official involved 
■n government Pond contracts, say u 
was "common knowledge” that com- 
panies headed by political support- 
ers of Mr. Clinton received favored 
status for government awards, in- 
cluding business loans through 
ADFA bond issues. 

The former official who asked not 
to be identified, alleged in a letter to 
ihe FBI that Clinton appointees en- 
gaged in “power brokering” to guar- 
antee "single source bids for ser- 
vices that ensure repeat business to 
ihe same people.” 

The letter said many of ADFA* 
bond sales were intended “as politi- 
cal favors or repayments for cam- 
paign support.” FBI officials have 
declined comment on the letter. 

Justice Department investigators 
assigned to Little Rock by Attorney 
General Janet Reno began the 
Lasater’ ADFA review in December 
They ere expected to turn over their 
findings to spe ci al cou n se l Robert B. 
Fisks Jr., named Jan. 20 by Miss 
Reno to head the Whitewater- 
Madison investigation. 

Me Lasater. a thoroughbred race- 
horse owner who helped finance Mr 
Clinton* first three gubernatorial 
campaigns, acknowledged at his co- 


caine conspiracy trial that he had 
lent Roger Clinton $8,000 to pay off 
a drug debt. 

Roger Clinton, who worked as Mr. 
Idsaters driver, pleaded guilty in 
January 1983 to separate cocaine* 
distribution cnarees and served one 
year of a two-year sentence. He was 
an uiundicted co-conspirator a year 
later ui the Lasater case 

Mias Thomasson. who was chair- 
man of the Arkansas Highway Com- 
mission bv appointment of Mr. Clin- 
ton. was noi implicated in the 
cocaine investigation. 3he baa not re- 
turned calls from this newspaper to 
her office. 

The late-night search of Mr. Fos- 
ter* office three hours after his 
body was found was conducted by 
White House Counsel Bernard Nuss- 
beam, to whom Mr. Foster reported. 
Me Nussbaum told repo r te rs that 
he. Mias Thomasson and Margaret 
A. “Maggie Williams, who is Mrs. 
Clinton* chief of staff, were in the 
office for 10 minutes. U.S. Park Po- 
lice. who investigated the Foster 
death, said the late-night visit lasted 
at least two hours. 



Dan R. Lasater ran the Littto flock 

investment hrm m question. 


The Washington Times revealed 
Dec. 20 that the docume n ts were 
taken from the Foster office on the 
dap be died, and only after that re- 
port did the White House make the 
first acknowledgment that this had 
been done. 
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pickup in utility production and mining 
output. 

There is nothing in the January 
capacity-use numbers that shou'd worry 
the markets or Fed policy-makers, said 
Doug Handler, an economist at Dun & 
Brads treet Corp. in New York. 

Capacity use is viewed as an inflation 
bellwether because its rise often coin- 
cides with a buildup of order backlogs. 
Rising backlogs imply that supplies are 
strained, and such shortages generally 
push up prices. 

But D&B's monthly survey of the 
factory sector showed that backlogged 
orders shrank in January. Handler 
noted. The frigid and snowy weather 
likely accounted foi half of the drop, he 
said. Still. Handler added, factory out- 
put growth is tapering ofT from the 
fourth quarter's torrid pace. 

In fact, usage at factories edged down 
slightly to 82.1% from 82.2% a month 
earlier. Output from factories increased 
just 0.2% in January, off sharply from 
the hefty 1% gains in each of the 
previous two months. 

Moreover, the rise in utility usage was 
a temporary spurt in response to unusu- 
ally cold weather, which sent January 
demand for heating energy through the 
roof, economists said. Capacity use in 
this sector jumped three percentage 
points to 90.1% in January, as output 
surged 3.5% from December levels. 

The increase in capacity use in the 
mining sector was largely due to a 
second month of rebounding activity in 
the coal industry. 

Total mining output was up 0.8% in 
January, following a 0.5% increase the 
previous month. 

The end of a lengthy strike by miners 
boosted coal output 3.5% in December 


from a month earlier. January output 
rose at a slower, but still strong, 1.7% 
rate from the previous month. 

Still, the weather was the overriding 
factor in the Fed report. 

Among those hardest hit by the 
January freeze were steel and iron 
producers, and suppliers of construction 
materials. Output of metals for produc- 
tion use tumbled, after leaping a month 
earlier. 

Construction-supply output rose only 
modestly, following a sturdy gain in 
December that economists had attrib- 
uted to healthy housing demand. 

Production was also ofT in other 
housing-related sectors, such as the 
furniture and appliances industries. 
Lumber producers eked out a gain, but 
the sector's momentum was ofT signifi- 
cantly from the fourth quarter. 

But even old man winter didn't hinder 
continued steady growth in auto and 
computer output. 

Car and light truck ouput moved 
ahead a solid 2.1% from December 
levels, the Fed said. Assemblies of motor 
vehicles ticked up to a seasonally 
adjusted annual 12.8 million units in 
January, from PS million units a 
month earlier. 

True, this gc! was modest compared 
with the previous three months. But it is 
considerably stronger than September's 
0.7% rise. 

On a cautionary note, economists 
said, the drop-off in metals production 
may temporarily gum up the supply- 
pipelines to motor vehicle manufactur- 
ers. Stalled input deliveries could disrupt 
production, said Schlossberg. 

Meanwhile, computer makers ramped 
up their production 3.3%. compared 
with a 3.2% increase in December and a 
3% rise in November. 

Tout production of long-lasting du- 
rable goods grew 0.6% in January 
Nondurables output fell. 

These various changes left the Fed's 
industrial production index at 114.4% 
of its 1987 level in January, up from 
1 1 3.9% a month earlier. 
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Regulators defend actions 
of Hillary Clinton in S&L case 


•yQarrl tan 



As a private attorney in the 
1990a. UUlary Rodham Clinton 
represe n ted a government agency 
in a lawsuit against a family 
friend. but her actions In the case 
didn't constitute a conflict of In- 
terest federal banking regulators 
said Tuesday . 

The statement by officials of tbn 
Federal Deposit Insurance Corp. 
involved a suit b e tw e e n the now 
defunct FWral Savings and Loan 
Insurance Carp. (F3LIC) and an 
Oak Brook savings and loan. 

The FDIC inquiry was triggered 
by a Feb. a report in the Chicago 
Tribune about Hillary Clinton’s 
rvw as an attorney for a federal 
c* icy that had sued Dan Lasater, 
a friend and political benefactor of 
Mrs. Clinton and her husband, 
who was governor of Arkansas at 
the time. 

The story reported that Mrs. 
Clinton repre sen ted the govern, 
moot agency in the csss against 
her friend, a potential conflict of 
Interest. The story also said that 
she; as an attorney tor toe govern- 
ment agency involved, helped 
settle the suit, which initially 
•ought 934 million In damages, 
tor gaoojoooL 

FDIC officials said their inquiry 


confirmed that Mrs. Clinton was a 
lawyer representing the FSLEC In 
tho 1980s and that she actively 
participated in the agsncys Hugs- 
tom against Lasater. 

But the agency said Mrs. Clin- 
ton's involvement in the case waa 
not extensive enough to constitute 
a conflict of Interest under rules 
governing the federal regulation 
of savings and loans. Use FDIC 
said that, under fbdwsi rales ex- 
isting at tha time, Mrs. Clinton 
didn’t have to directly tsli the gov- 
ernment about her friendship 
with Lasater. 

FDIC official^ nM their inquiry 
involved primarily a review of 
court documents and the. billing 
records submitted b/ the Rose 
Law Firm, where Mrs. CUnlon 
was a partner. 

"Based on whet our people 
found. Mrs. Clinton’s involvement 
waa confined to two hours review- 
ing the amended complaint 
[against Lasater],” said chief FDIC 
spokesman Alan Whitney. Whit- 
ney aekl the inveatigaton did not 
question Mrs. Clinton. 

FDIC officials said Hillary CUn- 
ton signed an amended complaint 
in the litigation that reduced dram 
93.9 million to 914 million the 
damages sought against Lasater. a 
hand trader who was accnMd of 
making unauthorised Treasury 


bend trades that resulted In more 
than C3S1.000 In lossca tor First 
American Savings and Loan Asso- 
ciation of Oak Brook. 

However. Whitney said FDIC of- 
ficials believe that Mrs. Clinton 
was not Involved In the final deci- 
sion to actually settle tha case 
safest bar friend tor 9200400. He 
sold the case was handled primar- 
ily by Vincent Foster, n Rose at- 
torney and close friend of the 
Clintons who committed suicide 
last July. 

Law aocountina Anna gen- 
onUy are barred from represent- 
ing the government in SAL cases 
if Ussy have previously repre s en t 
ed the thrill or have personal 
L’-ks to any officials or targets of 
raft 

As the primary FSUC oontrtc- 
im* 2*1 hired the Rom Law Firm. 
Hopkins A Sutler, a C h icago law 
firm, was reponslble for asking 
the Rom attorneys whether they 
had any potential mnfllcfa of in- 
terest In handling the suit against 
Lasater, Whitney 

An FDIC official Cunlter with 
toe inquiry said attorneys at Hop- 
kina A Sutter could not remember 
ctestfs of the case. But they told 
federal that they have no 

records Indicating Mtt. Clinton 
waked on say aspect of the cam 
beyond toe amended camptaluL 
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FDIC Finds No Evidence of Violations 
In Rose Law Firm's Work With a Thrift 


By Kewxth H. Bacon 
And Jcmsr H. Boniauh 

Stet/ At porter* •/ Tim Wau. strut Journal 

WASHINGTON - The Federal Deposit 
Insurance Corp. found no evidence that the 
Rom Law Finn, where Hllltry Rodham 
Clinto n and several administration offi- 
cials were partners, violated conflict-of-in- 
terest rules In its dealinfs with a faded 
Arkansas thrift. 

Separately. President Clinton repeated 
assertions that the current c o n trov ers y 
over an investment he and Mrs. Clinton 
made through Whitewater Development 
CO. will die down. "It’s an investment i 
made IS yean ago ... that lost money, 
because the property market turned 
around at tome." Mr. CUnton said on the 
syndicated radio program. "Imus ui the 
Honing." 

"It's a simple, straightforward thing, 
and it’ll be shown to be." Asked if 
WMtewater will evolve into another Water- 
gate- the scandal that spun out of control 
and brought down President Nixon - Mr. 
CUnton said firmly. "No." 

IBs FDIC ex a mine d fust one pan of 
R ep ubli c a n allegations and a number of 
news disclosures shout Whitewater Devel- 
opment and Madison Guaranty Savings & 
Loan. Allegations have linked Madison, 
which failed in 1989. to helping the Clintons 
finance their Investment in Whitewater, a 
North Arkansas land-development ven- 
ture. and to helping raise money for Mr. 
Clinton's gubernatorial campaign debts. 
Mr. Gin ton has denied any impropriety, a 
special counsel is currently investigating 
these claims. 

After Madison failed, the FDIC. which 
was managing the liquidation of the 
thrift's assets, hired the Rose Law Firm in 
Little Rock to complete litigation against 
Frost it Co.. Madison s former accounting 
firm. Calms have been made that the 
Rose firm was guilty of a conflict of 
interest because it had represented Madi- 
son several years earlier before the Ar- 
kansas Securities Commissioner and be- 
cause the fatber-m-taw of Webster Hub- 
belt. the partner in charge of the Frost 
case, was inverted in litigation against 
Madison. Mr. Hubbeil. a former Mayor of 
Little Rock and a close friend of the 
Clintons, is currently the third-ranking 
official in the Jusuce Department. 

In an eight-page report, the FDIC's 
legal division "found no basis to conclude 
that under the then applicable rules either 
situation involved a conflict of interest. 

As a result, the staff said that “we recom- 
mend no sanctions against the firm." Alan 
Whitney, the FDIC's spokesman, said that 
FDIC acting Chairman Andrew Hove has 
r e v i ewed the report and agreed with its 


Any further investigation will be con* 
If the agency had found conflicts of : ducted by Robert Flake, the special counsel 
interest, it could have barred the Rose firm i who U looking into charges that have 
from further FDIC work. Mr. Whitney said I arisen about Madison. Whitewater and 
the firm isn't currently doing any work tor : Mr. Foster's suicide, 
the FDIC I Yesterday, as expected, the Justice 

The finding is good news for Mrs. Department issued a new l nd kt mcm 
CUnton. Mr. Hubbeil and other Rose against David Hale, a former county Judge 

al umn i in rhm Thm qwHit. ami f Jftl# Bftrtf h miftftiffli ff who h— h— i 

sum could have a bearing on investigations charged with conspiracy to defraud the 
into the circumstances that led to the i Small Burthen Administration. Mr. Hale 


who became deputy White House counsel ! McDougaL Madison's former owner and a 
and handled Whitewater issues before his i CUnton partner in Whitewater, asked him 
death last July. Mr. Foster wrote to the to arrange a S300.000 loan backed by the 
FDIC the day Madison failed, soliciting | SBA to dean up problems at Madlaoo. Such 
SAL work. However, the agency said Ms a loan was made to a company owned by 

letter wasnt a factor in the FDIC's dea- Sunn McDougai. Mr. McDougal’a wtfe at 

sion to hire the firm. The Rom firm the time. Mr. CUntoo has denied any role 

negotiated a si million setuement with the in tbs loan. 

accounting firm for the government, and But Mr. CUnton told reporters yester* 
took a S 400,000 fee. according to reports. day that be has been meeting regutarty 


The FDIC finding may also ease pres- 

sure on the agency, which has ben trying 

hard to stay out of the charges swtrttng In 

Congress and the press shorn Madlaoo and 
WMtewater. Ridd Ttgert. President Clin- 
ton's nominee to chair the FDIC. has said 
she will remove herself from any matter 
that comes before the agency about the 
Clintons involvement with Madison or 
Whitewater. Ms. Tlgert. a Washington 
banking lawyer, is a CUntoo acquaint- 


with his personal attorney on Whitewater 
issues. Their latest meeting was Wednes- 
day, he said. "He baskiUy Just gives us a 
regular update, oh. every few week*." Mr. 
CUnton said. 

On the Imus show, the president oooOn* 
ued to maintain that be and his wtfe lost 
about S69.000 on the Whitewater Invest- 
ment. "We lost it over a long period of 
time. Most of It- the loss was when we paid 
the bank touts back with Interest and we 
never got any money on the interest." he 


But the report probably won't end Re- 
publican claims about a possible conflict of 
interest by the Rose firm. For one thing, 
many of the findings in the report are 
aased in part on Mr. Hubbeil's recollec- 
tions. Secondly, it’s not dear how forth- 
right the firm waa in disclosing potential 
conflicts to the FDIC. Thirdly, the FDIC 
staff said that, while the Rose firm didn't 
violate conflict-of-interest standards in 


said. 

Tm amazed by all the twists and turns 
of interpretation it's been given, but 
there s-that's about what happened." Mr. 
CUnton said. "Apparently that’s pan of 
being president in the latter half of the 20th 
century tn a highly competitive emnron- 



lep. James Leach of tan. 
ubUcans who has pushed aggressively 
a full investigation of all the cireum- 
ices surrounding the faUure of Mart- 
. has said that "there is a potential cini 
tiity of the Rose Law Firm. He 
h> raarhMi for comment yester- 


Uy The White House had no comment on 
the FDIC staff report. 
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FDIC Rules Out Rose Firm Sanctions 
Over Potential Madison Case Conflict 


By Susan ochmidt 


The Federal Deposit Insurance 
Carp, issued a report yesterday say- 
ing it would not seek legal sanctions 
agautst the Rose law firm of Little 
Rock. Ark., lor apparently failing to 
lufly disclose two areas ot potential 
c on fl ic t when it was hired in 1989 to 
pu rs u e a case involving the defunct 
Madison Guaranty Savings A Loan. 

FDIC lawyers said that former 
Rose partner Webster L Hubbeil. 
now associate attorney general, 
should have disclosed to them when 
he was hired that his father-in-law. 
Seth Ward, was embroiled in litiga- 
te with the government over loans 
and real estate commissions he 
claimed he e ar ne d as a Madison ex- 


ing Hillary Rodham Clinton, repre- 
sented Madison before state regula- 
tors in 1985. But after exanuning the 
Rose firm’s prior work for Madison, 
the FDIC has determ in ed that it 
would not have been a bar to hiring 
the firm. 

Potential conflicts by the Rose 
firm, whose leading lawyers during 
the 1980s included HubbdL Hillary 
Clinton and former deputy White 
House counsel Vincent Foster, have 
been the subject of news re port s in 
recent months. The firm was served 
with a wide ranging sub poe na this 
week by special counsel Robert B. 
Ftake Jr., who is c o n d uct i ng a broad 
probe of Madison and the Whitewater 
real estate corporation. The Ointnn a 
owned the Ozarks land ve n t u re with 
James and Susan 


it gone to triaL The FDIC sought $10 i 
mdbon m damages and $10 nuhion in i 


Bat the FDIC said it had no spe- 
cific requiremen ts at the tune that 
Hubbeil discl os e potential conflicts. 
The agency was so swamped with 


sought fa™**** documentation from 
the Rose firm, the report said. 

.we have found 
i that either of 
s involved a con- 
flict of interest.' it saxL 
The FDIC also said its attorneys 
have oo r ecoll e ct ion of Rose lawyers 
menttoneg that firm lawyers, indud- 


In re viewi n g its decision to retain 
the Rose firm, the agency said its 
staff lawyer was unaware of a 1989 
letter from Foster sobdtmg FDIC 
work. The letter included a state- 
ment that the Rose firm “does not 
rep resent any savings and loan asso- 
ciation m state or federal regulatory 


Hubbeil was the lead attorney on 
the FDICs case agamst Madison s 
accountants. Frost A Co., and Ward's 
loan records from Madison were 
slated to be sn exhibit in the case had 


case with Frost for $1 million, billing 
the gov ernment $400,000 in legal 


The FDIC report noted that some . 
stiffen objected to the retention of I 
the Rose firm because Hubbeil could i 
have acc e ss to mformaboa that could I 
benefit Ward, but said "there is no in- i 


The report said the I 
Ron lawyers working on the Frost i 
c an w ith Hubbeil c ap oned their own ■ 

rate on Ward from bong ptmad on 
toHubbelL 

bmreal FDIC memos show that at 
lent four agency employees in Little 
kock learnea uuc naooea vm 
Ward’s son-in-law several m onth s af- 
ter be was hired and voiced concerns 
about it. FDIC documents released 
under the Freedom of Infot matin 
Act show that two of them wrote 
m em os to their superiors. 

There appears to be a cooflkt in 
representate and a queste of loy- 
atte." wrote FDIC staff attorney 
Paul Jeddefoh to FDIC supervising 
attorney April Breter in Wategun 
on June 8. 1989. 

* r ‘ f"T 3 
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Bresiaw dismissed those objec- 
tions. and had Hubbeli wnte a iwo- 
paragrapn letter to FDIC officials at 
Madison stating he had “not repre- 
sented Mr. Seth Ward in connection 
with anv issue or nutter relating to 
his disputes with Madison Guaranty. 

Ken K. Schneck. an FDIC official 
assigned to evaluate Madison loans, 
wrote to his boss on Aug. 10. 1989. 
stating m part: “In the process of our 
suit against Frost & Co., we will most 
certainly examine practices and pro- 
cedures Madison Guaranty used in 
day-to-day operations. We are mak- 
ing this mfonnaoon available, in de- 
tail. to Mr. HubbeiL To believe that 
none of this information will make it 
back to his family is name.* 

The FDIC report, which men- 
tioned Schneck's memo m a footnote, 
said “no futher action appears to have 
resulted.” 

The Roee firm cited the 1984 
Frost audit when it asked state reg- 
ulators to allow Madison to raise 
needed capital by issuing preferred 
stock. 

There is no mdication that the 
film retained the auditor, assisted m 
any way in the audit or took anv po- 
sition as to the quality of the audit,* 
said the FDIC report. 


Ex-Judge Faces 
Another Charge 
In Arkansas 

Renter 

Whitewater special counsel Robert 
B. Fiske Jr. yesterday added a new 
charge to an indictment against for- 
mer Little Rock. Ark., municipal 
judge David Hale, who is scheduled 
to go on tral next month on charges 
of defraud®® the Small Business Ad- 
ministration. Hale, an Arkansas busi- 
nessman. operated Capital Manage- 
ment inc.. a venture capital and small 
imri— » i nves tment firm. 

Fake said the new indictment also 
charges local attorney Eugene Fite- 
Hugh and broker Charles Matthews 
with participating in the alleged con- 
spiracy to defraud the SBA. 


Cost of Probe Bothers President 


Bv Ruth Marcus 


President Clinton said yesterday 
that the decision to appoint a spe- 
cial counsel to investigate the 
Whitewater real estate venture will 
"coat the taxpayers millions of dol- 
lars’ before eventually clearing him 
of any wrongdoing. 

This decision which many called 
for a going to cost the taxpayers 
mittons of dollars, because what 
they did was to shut down the in- 
vestigation that was ongoing of the 
S&L issues down there (in Arkan- 
sasj. which I have nothing to do 
with,” Clinton told reporters. “So it 
may take a good while because thev 
have to go over all that ground/ 

Although Clinton complained of 
the cost to taxpayers. Attorney 
Geoeni Janet Reno appointed spe- 
cial counsel Robert B. Fiske Jr. only 
afttr the White House requested 
that step. Clinton moved to quell 


complaints by congressional Dem- 
ocrats and Republicans that an out- 
side investigator was needed. 

“The reason 1 thought it was a 
good idea to do the special counsel 
was so i wouldn't have to fool with 
it anymore, and I'm not spending 
any tune on it.” Clinton said. 

Clinton said the investment, on 
which he and Hillary Rodham Clinton 
say they lost $69,000, was “a simple, 
straightforward thing, and itll be 
shown to be.” He said the loss oc- 
curred because of a downturn m the 
real estate market, adding. “I'm 
amazed by all the twists and turns of 
interpretation that's been given. But 
that's about what happened.” 

Clinton's comments, tn a radio in- 
terview and later to reporters, were 
among his most extensive on White- 
water since the special counsel was 
named. He said he spoke Wednesday 
with his lawyer. David Kendall, and 
r e ceiv es a “regular update” from 
Kendall every few weeks. 
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Mrs. Clintons Ex-Firm 

Is Cleared of a Conflict , 1 

- : 

BvJEFFGERTH 


WASHINGTON. Fib. 17 - Federal i 
bank rcculaiors today cleared the Rosei 
law firm in Little Rock. Ark. — Hillarvi 
Rodham Clinton s former firm — 

•inv conflict of interest in connectiom 
with its work involving a failed Arkan-i 
sas savings and loan institution. 

The Federal Deposit Insurance Cor-i 
poration had been investigating the re-i 
Utionship between the Rose firm anai 
ihe failed savings and loan. Madison i 
Guaranty. , 

In 1985 the Rose law firm, including i 
Mrs. Clinton, who was a partner at ihci 
ume. represented Madison before state I 
regulators. Four years later, long after i 
the Rose firm stopped doing work fori 
Madison, it was asked by Federal regu - 1 
lators to handle a lawsuit pending i 
against Madison's former accountants, i 
And at the time the Rose firm wasi 
working for the Government, the fa i 
ther-ln-law of one of the firm's senior i 
partners. Webster L. Hubbeil. was in- • 
voiedd In litigation with Madison. 

Mr. Hubbeil. now the Associate ai - 
mrney General, was one of firm's law- • 
vers involved in the case against thci 
accounting firm. That case was settiedi 
out of court, keeping from public vtewi 
many of the details about Madison s i 
dealings wuh insiders and political as i 
soaates. 

Separate Inquiries 

Today's report bv the legal division i 
of the F.D.I.C. is separate from ihn 
larger criminal inquiry by Robert ii . 
Fiske Jr., the special counsel appointed i 
last month bv Attorney General Janpi i 
Reno, who is looking into (he alfairs <u : 
Madison Guaranty and Whitewater Dc i 
velopment Company, a real estate ven ■ 
ture that involved ihe Clintons, anoi 


James McDougal. Madison s former | 
owner. , 

The F D.I.C. report centers on the I 
narrow questions involving tbe rules oil 
professional conduct for lawvers.i 
Those rules, the report savs. place pri- 
mary responsibility on the lawyer, not I 
the client, to identify conflicts of inter - 1 
est. j 

The report 's authors decided that I 
while it was unclear if the Rose firm I 
had disclosed us previous represents- 1 
non of Madison, there was no conflict o< I 
interest, and disclosure of the earlierl 
work "mav not be required.'' 

As for Mr Hubbell's father-in-law. 
Seth Ward, the repon said the relation- 
ship between the two men may non 
have been disclosed before the lawi 
firm was retained m 1989. but "it wasi 
clearly discussed within three months I 
after retention." and an assessment 
that there was no conflict was correct- 
ly made at that time. | 

Ihe determination in 1989 that there, 
was no conflict was based on an under- 
standing that Mr. Hubbeil "had not 
represented Mr. Ward in the past and 
he would not do so in the future." 
according to today's report In addi- 
non. Mr. Hubbeil said at the ume "he 
had not and would not in the future 
represent Mr. Ward in the dispute with 
ihe L. ' 

Other Representation 

Mr Hubbeil has been involved, how- 
ever in representing a parking meter 
manufacturer. P.O.M.. owned until re- 
cently bv Mr. Ward, according to pub- 
lic records. It is not known whether 
regulators were aware of Mr. Hub- 
heirs worn on behalf of P.O.M. 


A memorandum reflecting the eon-i 
cents of a lower level F.D.I.C. official i 
i about the relationship between the two i 
men in 1989 was torwarded to higher 
1 levels, but "no further action appears 
- io have resulted trom these subseauem - 
: memoranda. ' :aaay's F.D.I.C. repon 1 
! said. 

Today's report found no basis to rec- 
I ommend sanctions against the Rose 
I firm. The pnnetoal finding was that the 
l firm's previous wont was noi "ad- 
verse" to its later work for the Govern- 
ment. an important criterion for deter- 
mining whether a conflict exists under 
the Arkansas rules of conduct for law- 
yers. 

The report did note that the "docu- 
mentation regarding the retention of 
the firm is more limited than would be 
ideallv hoped for." 

The lack of documentation apparent- 
ly made it difficult to reconcile varying 
recollections of what the Government 
knew or did not know. For example. 
Mr. Hubbeil recalled telling a Federal 
staff lawyer about a small amount of 
I previous work for Madison, but not 
about tne work before Arkansas regu- 
lators. 

Genesis of Work Is Unclear 

But the F.D.I.C report quoted Rich- 
ard Donovan, a partner at the Rose 
firm, as recalling that Mr. Hubbeil 
specifically mentioned the state work 
j to regulators. According to the repon. 
neither tne F.D.I.C staff lawyers nor 
their supervisor recalls the conflict o( 
interest issue being raised. 

How the Rose firm ever came to 
work for Madison is itself unclear. Mr. 
McDougal has said that it arose from a 
1984 request from Mr. Clinton, but Mr. 
Clinton denies that account. After re- 
viewing the Rose firm's records in 
1992. Mr. Hubbeil. in response to a 
question from a reporter, said there 
was no documentation showing who 
brought in the account. 

Regulators effectively ended Mr. 
McDougai's control of Madison by the 
] summer of 1986. but the institution was 
not taken over until 1989. The cost of its 
I failure to taxpayers is estimated at 
: about S60 million. 


j Clinton Notes Special Inquiry’s Cost 


; '.VASHINt.rnN' F.-li 17— Pres- 
! idem Clmiuii -.nd lodav that the 
mvestigaiMio nv a special prosecu- 
tor mho the tailed Whitewater land 
deal would cost taxpayers millions 
of dollars even though "most of it 
has nothing to do wuh me." 

In a radio interview. Mr. Clinton 
described his own involvement in 
the matter as "a simple, straiaht- 
forward thing. But he said the 
inquiry bv ihe special counsel. 

Robert U. Fiske Jr . would prove 
cost tv because of us scope, which 
includes the failure ol an Arkansas 
savMigs ana loan whose owner was 
. the partner m the President and 
i his wife. Hiiiarv. in tne real estate 
j venture. 

I Mr. Fiske is examining the 
failed hank M.idison Guaranty, io 
determine wneihcr money was di- 
verted from ii to Whitewater, or to 
pay off campaign debts ol Arkan- 
sas politicians, including Mr. Clin- 
ton. By calling attention io ihe 
expense of (he investigation, the 


Presideni appeared to making a 
new effort to turn public sentiment 
against it. The expense of the Iran- i 
contra investigation was a favorite 
i heme of us Republican critics. 

Mr. Clinton had resisted Con- i 
press ion a l pressure to appoint the j 
special counsel before finally ask- j 
mg Attorney General Janet Reno i 
to do so last month. He told report- 
ers today that he had asked (or the | 
inquiry so that " I wouldn't have to I 
fool with u anv more." j 

Mr. Fiske. who has said he hopes 
io wrap up the investigation in 
about a vear. announced today 
ihat a Federal grand jury in Little 
Rock. Ark., had added a new crimi- 
nal charge to (hose already 
brought against David Hale, a 
longtime Clinton political support- 
er accused of loan iraud. A new . 
indictment charges Mr. Hale wun ; 
making lalse statements to the j 
Federal Small Business Admtnis- . 
(ration. Mr. Fiske said. 
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Rose firm cleared 
for lack of evidence 


3v Jerrv Seoer 

'“I MUMO'O '■**»* 


Federal banking regulators, ac- 
knowledging mat a shortage of 
documents made a complete in- 
vesogation impossible, yesterdav 
said they nad found no evidence 
that Little Rock s Rose Law Firm 
was guilty of a conflict of interest 
in its 1989 representation of the 
government in a lawsuit against 
Madison Guaranty Savings and 
Loan Association. 

Madison s dealings with White- 
water Development Corp., in 
which President Clinton and the 
first lady held partnerships, is un- 
der a separate federal mvestiga- 
tion by a special counsel of the 
Justice Department. 

The conclusion of the Federal 
Deposit Insurance Corp. investi- 
gation acknowledged, in addition 
to the scarcity ot documents, sev- 
eral shortcomings in FDIC proce- 
dures at the time Rose rep- 
resented the government. 

“In 1989. the legal division 


lacked formal procedures regard- 
ing the determination of conflicts 
of interest and. at the same time, 
the division's staff was experienc- 
ing an enormous increase in work- 
load due to the rapidly expanding 
duties of the FDIC." the eight-page 
report said. 

"As a consequence, m hindsight . 
documentation regarding the re- 
tention of the firm is more limited 
than would be ideally hoped for." it 
said. 

Nonetheless, the FDIC said 
there was “no basis to conclude 
that under the then-applicable 
rules” the Rose firm was involved 
in a conflict of interest. 

The report recommended no 
sanctions against the firm, whose 
partners at the time included Hil- 
lary Rodham Clinton: Webster L. 
Hubbell. now the Na 3 official at 
the Justice Department: William 
H. Kennedy III. now White House 
associate counsel: and Vincent W. 
Foster Jr., the deputy White House 
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FDIC 

From pap S' 

counsel who killed himself last 

summer. 

"Rose Law Firm is pleased with 
the FDICs report connrming the 
firms previous statements that no 
conflict of interest existed.” Rose 
managing partner Ronald M. 
Clark told the Associated Press. 

"The firm believed that at all 
times it fulfilled us ethical and 
professional duties in its represen- 
tation of the FDIC and is pleased 
that the agency has agreed.” 

Federal conflict-of-interest reg- 
ulations bar law firms from rep- 
resenting the government in law- 
suits against people or firms they 
have represented. The regula- 
tions. however, were not formally 
approved until 1990. a year after 
the Rose firm handled the FDIC 
suit. 

Questions about the Rose firm's 
representation in the 1989 lawsuit 
wore raised last year when federal 
regulators learned the firm had 
switched sides, having repre- 
sanmd Madison tour years eariiec 

Tba 1989 suit involved an audit 
conumaaioned by Madison in 198S 
and used by the Rose firm in an 
effort to keep the S&L from being 
shut down as insolvent by Arkan- 
sas bankuiK regulators. The FDIC 
suit challenged the Madison audit 
— by the Little Ruck accounting 
firm Frost & Co. — hs the govern- 
ment sought to recoup some of the 
S90 million it lost when it shut 
down Madison. 

The federal government 
charged in the 1989 suit that Frost 
had been negligent, reckless and 
branched us contract by failing to 
fairly represent the S&L‘s finan- 
cial condition ' in us audit 

Mrs. Clinton, then a partner at 
the Rose urm. represented Madi- 
son ui 1985 wun Rose partner 
Richard Massey, rhey argued to 
stale bank regulators, appointed 
by Mrs. Clinton's husband, the 
governor, that based on the Frost 
audit. Madison should remain 
open. 

Me Hubbell. who was then man- 
aging partner at the Rose firm, 
and another Rose partner. Richard 
Donovan, represented the govern- 
ment four vears later when tt sued 
Madison. They argued that the 
Frost audit, which Rose had de- 
fended four vears earlier, was not 
credible. 

The* DIC work had been sought 
for the Rose firm by Mr. Foster 
who said ui a February 1989 letter 
to the asenev that the firm did not 
represent onv siiLi. 

Mr. Fosters bodv was found 
July 20 in Fort Marcy Park, off the 
George Washington Parkway in 
Langley, t he I S. Park Police, 
which investigated, said he killed 
ntmseif. 


The FDIC report released yes- 
terday mode these points: 

• In contracting tne Rose firm 
for the 1989 suit, stari officials had 

t.o specific recollection ' of ask- 
ing whether the firm nad any po- 
tential conflicts of interest, nor 
any recollection of what response 
the firm might have made if the 
question had been asxed. 

• Mr. Donovan told investigators 
Me Hubbell advised the FDIC that 
the Rose firm had represented 
Madison before the Arkansas Se- 
curities Department. 

Me Hubbell said he remem- 
bered only “very generally" tell- 
ing the FDIC that the Rose firm 
had done "a small amount” of 
Madison work, but he had not been 
aware of his firm's involvement 
with the S&L before the Securities 
Department. 

• The FDIC staff lawyer in- 
volved in the 1989 suit said he had 
“no recollection" of the Madison 
representation being raised. If it 
had been, he said, he would have 
advised his supervisor 

The supervisor did not recall 
this issue being discussed 

• Mr Hubbell told investigators i 
he thought he told the FDIC that • 
his father-in-law Seth Ward, was i 
involved in litigation with Madison i 
at the time of the 1989 suit, “but he 

FDIC officials involved in the 
suit did not recall that the matter 
had been discussed 

• FDIC officials involved in the 
suit said that Me Donovan was the 
“primary attorney" in the case and 
that Mr Hubbell was involved 
“only in an indirect way.” 

Based on fee bills, however. Mr. 
Hubbell “performed a significant 
amount of work.” 

• Before the 1989 suit, law firms 
ware required to answer questions 
regarding past and current di- 
enes. 

“Unfortunately, in early 1989. 
due to the tremendous increase in 
workload as a result of the FDICs 
added . . . responsibilities, such in- 
quiries were not always doc- 
umented.” the report said. “In this 
instance, there are no documents 
showing what inquiries were made 
of the firm." 

The FDIC investigation said 
that although it was “unclear" 
whether the Rose firm disclosed 
that it had represented Madison m 
198S. the question remained 
whether a conflict of interest ex- 
isted and should have been die- • 
closed. 

"There is no indication in the i 
records, or based on our review, i 
that the firm did anything more i 
with respect to the audit . . . then : 
take it at face value ui us represen- i 
ration in 1985.“ the r eport said. “As I 
a consequence, the firm's repre- • 
mentation in 1985 was not 'directly : 
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Ftnrizerrom 

PaLi_tr±cs: 

By Wesley PruderL 



When a Rose smells 
not quite so sweet 


If you think Willie's the slick one. you ought to 
check out those scamps at the Rose Law Firm in 
Little Rock. 

Like $2 hookers, lawyers nearly always Rive oth- 
ers in their profession the benefit of doubts about 
ethics, and sure enough, federal regulators con- 
cluded yesterday that they had found no evidence 
that Webb Hubbell. who was the managing partner 
of the Rose firm before he became Janet Reno s 
managing partner at the Justice Department, mis- 
led regulators when he went chasing after tneir 
business down home. 

The Rose firm represented Madison Guaranty 
Savings and Loan when Arkansas regulators were 
trying to shut it down, then switched sides four 
years later when US. regulators were looking for 
lawyers to sue the S&L to get back some of the $50 
million that had vanished. 

This sounds sleazy and outrageous to everybody 
but lawyers, like a quarterback tor even an ut Tensive 
lineman) going over to the other side with all his 
team's plays in the middle ot the game. But if you've 
been to law school it doesn t seem so awful. If 
you've worked in the web that Mr. Clinton weaved in 
Arkansas, well, it just shows you what good oi' boys 
with connecuons can get away with. 

And it was about time. Mr. Hubbell and the Rose 
Law Firm needed a good hair day. He and the Rose 
have been taking a pounding iateiv. and on the 
grounds of “ethics." Which is too bad. because, de- 
spite rareiv having anv that other people would rec- 
ognize. lawvers puff themselves up when they talk 
about ethics, as if it were a field ut study in which 
they were deeply immersed. 

Despite stuttered semidenials. \\ hen Ruse got 
caught last week shredding Whitewater documents, 
the firm was dragged front and center into the 
Whitewater investigation. The FBI crawled ail over 
the place and soon a “notice subpoena arrived, 
with what one Rose employee told the Associated 


l’ress was an admonition 
against anv shredding or 
destruction of materials. ' 

The admonition, tne 
work of special counsel 
Robert Fiske. directs the 
Rose Law Firm to pre- 
serve information on com- 
puters as well as on paper 
documents that may per- 
tain to the investigation. 

This is an admoruuon in 
the spirit of the Rose as- 
sertion. sort of. that it had 
done nothing wrong. 

When The Washington 
Times revealed that the shredding ut Whitewater 
documents had taken place, the managing partner 
insisted that the firm didn't even have any 
Whitewater documents, but if it did it was oniy sav- 
ing them for the proper authorities. Mr. Fiske s sub- 
poena told Rose that even if they didn’t do it. don't 
do it again. 

Me Hubbell and his partners past and present at 
Rose may yet get to play the games they played in 
Arkansas, when the husband of senior partner Hil- 
lary Rodham Clinton appointed ail the state boards 
and regulatory agencies their clients had to deal 
with. Me Hubbell was brought to Washington and 
installed at Justice by the first lady to try to re- 
create the Little Rock atmosphere on the Potomac. 

The Wall Street Journal describes Mr. Hubbell as 
the “regent” at Justice, the man designated to run 
things in the name of the absent sovereign — pre- 
sumably Hillary, but maybe the president. Nat- 
urally, the regent demurs. 

“I don't even know what a regent is.” he tells a 
reporter, adopting the we're-just-a-bunch-of- 
Arkansas-hillbillies defense that has become the ad- 
ministration's fundamental game plan. “I’m not the 
de facto attorney general. There is an attorney gen- 
eral. and she's very good.” 

He concedes that. well. yes. he did sign his inter- 
nal memos with the title “Chief Operating Officer." 
But. pshaw! that was just a mistake made in the 
name of the “reinventing government” campaign. 
(A1 Gore made him do it.) 

But as clever as the scamps at Rose Law Firm 
may be. they’re not as slick as the boss. Mr. Clinton, 
ever the Scrooge with other people s money, yester- 
day decried the “millions of dollars" he says the 
Whitewater investigation will cost, and "most of it 
has nothing to do with me." You could almost see 
him biting his lower lip and and weeping that now 
his wife's law firm is getting the business. 
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U.S. Regulators 
Clear Hubbell 
in S&L Probe 

■ Investigation: FDICends 
conflict-of-interest inquiry, says 
it will not seek sanctions against 
associate attorney general or his 
former law firm. 


By JAMES RISEN 
and JOHN M. BRODER 
nun it am waiTtu 

L ITTLE ROCK. Ark. -Federal regu- 
lators concluded Thursday that Associ- 
ate Ally. Gen. Webster Hubbell did not 
mislead them about the potential for con- 
flict* of interest when, as a lawyer in 
private practice, he sought legal work for 
his firm in the government case against the 
failed Arkansas thrift that is central to the 
Whitewater land deal controversy. 

The Federal Deposit Insurance Corp. said 
it will not seek sanctions against Hubbell or 
the Rose Law- Firm, in which he and First 
Lady Hillary Rodham Clinton were part- 
ners. Questions about potential conflict* 
arose because the firm had previously 
represented the thrift. Madison Guaranty 
Savings A Loan. 

FDIC spokesman Alan Whitney said the 
decision ends the agency's investigation of 
the firm— although it remains one of the 
subjects of a separate probe by special 
counsel Robert a Fiske Jr. 

Fiske was appointed by Ally. Gen. Janet 
Reno to determine whether the President 
and Hillary Clinton were guilty of any 
wrongdoing in connection with the Whi- 
tewater Development Corp. The Clintons 
were partners in the firm with James B. 
McDougai. owner of the failed thrift, and 
his then- wife. Susan. 

The release of the FDIC finding Thurs- 
day was one of several new developments 
in the tangled case. 

The Rose Law Firm was noufied by 
Fiske's office that he intended to subpoena 
documents related to Madiaon Guaranty 
and Whitewater. The notice was accompa- 
nied by a standard admonition against 
destroying potentially relevant material, 
including legal files, work papers and 
computer records. 

T he notice followed a report in the 
Washington Times last week that Rose 
employees had shredded Whitewater 
documents— an allegation firm officials 
haveaemeo. 

There nas been no destruction of any 
document* relating to the Whitewater 
inquiry. ' said Ronald M. Clark, the firm's 
managing partner and chief operating off! • 
cer. 

Lawyers at the firm said Thursday they 
were gathering documents in anticipation 
of a formal subpoena from Fiske. adding 
that they intended to “cooperate fully” 
with the investigation. 


Fiske also announced that a new charge 
was Wed against David Hale, another key 
player in the Whitewater affair. Hale is a 
former Arkansas municipal judge and own- 
er of a failed investment company. 

The new charge accuses Hale— who has 
already been indicted on charges of loan 
fraud and conspiracy -of making falss 
statemen ts to the Small Bus ina s* Adminii* 


irauon. 

Hale is charged with diverting hundreds 
of thousands of dollars from S BA-back e d 
U.M to Susan McDougai. Much of the 
money from the SBA loans reportedly 
ended up in Whitewater s bank accounts. 
Hale and two others were originally indict- 
ed last September. Their trial is scheduled 
to begin March 20. 

The FDIC began its probe of poMbia 
conflicts of interest at the Rose Law Finn 
lata last year. Federal regulators bad hired 
ihe firm m 1989 to sue Madison Guaranty's 
former accountants. Frost A Co., for negli- 
gence in auditing the SAL'i books while 
Mf Do“g it was running the thrift, ulti- 
mately. Rare received HOODOO in legal fees 
from the FDIC and sealed the ca seag mst 
From A Co. for SI million. The FDIC had 
ongtnaUy sought S6 million m damages. 

But while Madison Guaranty was still in 
bunness under McDougai in 1985. Roee 
attorneys, including Hillary Clinton, repte- 
senud the thnfl when tt sought state 
regulatory approval for a plan to sett stock 
mm*v in keen the SAL afloat. 


'The plan to raise capital received tenta- 
1. five approval from a state regulator 
appointed by then- Gov. BUI Clinton, but 
was never acted on because of the thrift s 
worsening condition. 

Mrs. Clinton and another Rose attorney 
relied on an audit report on the SAL by 
From to make its case in favor of the stock 
plan. 

The FDIC said it is unclear whether Rose 
ever disclosed its earlier involvement with 
Madison when it sought legal work from 
the agency in 1989. But the agency said 
that in any case, it did not believe a conflict 

In a statement. Clark said that he was 
'pleased with the FDICs report.'’ Hubbell. 


Meanwhile, in a radio interview. Clinton 
laid the Whitewater inv est i g a t io n would 
likely cost taxpayers millions of dollars and 
ihat “mom of it has nothing to do wnh me. 

The President contended that the Whi- 
tewster affair would turn out to be a 
"simple, straightforward” b u si nes s deal 
that went sour and cost him and his wife 
i nf dollar*. 
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Regulators Considering 
Tax-Deferred Insured 
Bank Deposit Account 


By BARBARA A. REHM 

WASHINGTON — Federal 
regulators are considering 
whether to allow a bank to offer 
a tax -deterred, federally insured 
deposit account. 

If approved, the product 
could revolutionize the busi- 
ness. providing banks with a 
new long-term source of core de- 
posits. The account combines 
the safety of an insured certifi- 
cate of deposit wuh the tax bene- 
fits of an annuity. 

But the road from idea to im- 
ptementauon is long. Regulators 
have concerns about the account 
and the insurance industry’s 
lawyers are primed to sue. 

At the center of this story is 
Blackfeet National Bank. 
Browning. Mont, with just Si 2 
million in assets. Behind Black- 
feet. however, is one of the in- 
dustry’s craftiest lawyers: Den- 
nis M. Gingoid. the man who 
discovered the loophole that 
gave birth to the nonbank bank 
in the 1980s. Mr. Gingoid’s part- 
ner is Richard E Fasoid. a bank- 
ing and insurance consultant. 

Uaasaal' Privileges 

Blackfeet’s “Retirement CD** 
allows a customer to collect tax- 
deferred interest income on a 
deposit until retirement when he 
may withdraw up to twyMhirds 
of the balance. Blackfeet will 
then make monthly payments to 
the depositor for the rest of his 
life. 

“It's a CD on the books of the 
bank with some unusual with- 
drawal privileges.'' Mr. Fasoid 
said. “It converts from the bal- 
ance concept to an obligation of 
a bank 10 make monthly 
payments." 

The account was first reported 
by The New York Times. 

Mr. Fasoid said Thursday that 


he is confident that the product i 
is legal and will be insured by the i 
federal government. But reguia- 1 
tors aren’t so sure. j 

Serious Reservations 
The Federal Deposit Insur-i 
aace Corp. and Comptroller of I 
the Currency are doing a joint i 
review of the product, which | 
could be completed as early as i 
neat week, officials said. ( 

The FDIC is analyzing wheth- 1 
cr the account is insured or not. i 
In 1988. the FDIC issued an ad- 1 
visory opinion on a different, i 
\ 


The product could 


b« revolutionary -a 
new source of long- 
term core deposits. 


but similar tax-deferred invest- 1 
mem account. There were tool 
many unanswered questions i 
about the account for the FDIC I 
to issue a conclusive opinion, i 
But the letter makes clear that I 
the FDIC had serious reset- ' 
vations. 

For a deposit to be insured it 
must be held by a bank “in the ' 
usual course of the banking busi- 
ness." according to the letter. • 
That wording gives the FDIC . 
broad discretion to withhold in- 
surance. 

The Comptroller’s office is fo- • 
c using on whether the product i 
poses any safety and soundness i 
concerns. A bank could end up i 
losing money on the account ifa i 
customer lives so long that he i 
collects more money than he; 
paid in. one regulator noted. 

The OCC also is concerned 
about protecting consumers, 
asking Blackfeet this week to 
provide a sample disclosure 
statement it plans to give its cus- 
tomers. The Comptroller’s of- 
fice is still evaiuaung the disclo- 
sure information. 


Lawaoit Looms 

Mr. Fasoid said Blackfeet has 
no unusual plans for the depos- 
its generated by the new ac- 
count. The minimum deposit is 
$5,000 and Blackfeet will pay 4% 
on a five-year account. 

“Deposits issued by banks are 
insured and we are certain that 
this is a deposit.” Mr. Fasoid 
said. “I would be shocked to 
hear that they (the FDIC) had a 
problem with it” 

But even if the regulators Mess 
the product Blackfeet will sure- 
ly face an expensive lawsuit 
from the insurance industry, 
which considers the product a 
competitive threat to annuities. 

The American Council of Life 
Insurance, an industry trade 
group, said this week that it is 
"prepared to explore all legal 
remedies" to stop the bank from 
offering the account □ 
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meniea. "raises a host ot questions." said one congres- 
sional staff member. House committee probes into debt 
collection agency practices in the past several years have 
suggested that many of these collectors engage m abu- 
sive and sometimes illegal techniques to collect commer- 
cial debts. 

However, the IRS also has come under criticism for 
the growing gap between the amount taxpayers owe and 
the amount they actually pay. 

FCC will revisit price rules IRS and administration officials have been devoting con- 



ing perhaps 100.000 taxpayers. 

The bill collectors would contract with a collect 
firm to try to locate delinquent taxpayers that the age 
cannot find and to telephone them to ask for paymc 
The collectors also would contact taxpayers whose 
dresses are known but who haven't paid what they ov 
The collectors would explain to the taxpayer what 
or she owes and lay out options available for paying it 
IRS spokesman said. 

SmIRS.CS.CoL3 



nese Trade Talks 


FDIC Choice Pledges 
Whitewater Recusal 

GOP Senators Question Tigert’s Clinton Ties 


By Jerry Knight 

W**Mtai Koa but* Wrtr 


President Clinton’s nominee to 
head the Federal Deposit Insurance 
Corp. has promised to keep away 
from the agency's investigation of 
Madison Guaranty Savings & Loan, 
the failed Arkansas thrift that fi- 
nanced Whitewater Development 
Corp. 

Washington attorney Ricki R. Tig- 
ert issued the pledge Monday after 
Senate Republicans threatened to 
hold up her nomination because of 
what they contend are conflicts of in- 
terest stemming from her friendship 
with the president and Hillary Rod- 
ham Clinton. 

In a letter released yesterday by 
Sen. Alfonse M. D’ Amato (N.Y.). the 
Senate Banking Committee’s rank- 
ing Republican. Tigert denied any 
conflicts exist but said she would 
avoid the Madison investigation be- 
cause “I am extremely sensitive 
about even the appearance of any 
conflict of interest*. 

D’ Amato said Tigert’s decision to 


recuse herself from the Madu 
matter was “helpful to disposing 
questions raised about her indep 
dence at a time when the FDIC 
conducting investigations into m 
ters involving President and M 
Clinton.” 

The FDIC took over Madison a 
cost to the taxpayers of $48 mill 
after it failed in 1989. The FD 
the Resolution Trust Corp. and t 
Justice Department are mvestig 
mg possible violations of banking 1 
and regulations at Madison, inch 
ing the thrift’s loans to finan 
Whitewater, a residential real esfc 
development m which the Clintc 
were partners along with Madis 
President James MacDougal and i 
wife. Susan. 

Tigert said neither her appoc 
ment by Clinton to head the ager 
nor her acquaintance with the Cl 
tons would pre v e n t her from <x 
ducting an independent inquiry. S 
said both the Office of Goverame 
Ethics and the ethics officers of t 
See TIGERT. CT.CoL 4 


is When Clinton Meets Hosokawa 

sokawa is head- menu have succeeded, notably a pact that set 
in the last-nun- specific Urgeu for increased sales of foreign 
kes that have semiconductors in Japan. (One senior Japanese 

etween the two official last week called the semiconductor deal 


ABC Reverses Ruling; Haft 
Must Buy From Area Dealer 


time are firm 
ink its massive 
ed $131 billion 
nited States. In 
'ants Japanese 
ars. car parts, 
equipment and 


have signed 29 
ist of products 
>mmurocations. 
ateis, legal aer- 
s. according to 


Kantor added. “I think there is a general con- 
sensus {within the administration] that the 
agree menu are not as effective as they were 
designed to be because they were process 
agreements and do not address results.” 

The administration’s insistence on resulu is 
another way of saying that it does not trust Ja- 
pan to fulfill less specific deals, U.S. officials say. 

’The United States does not have confidence 
that Japan will deliver on trade agreemenu un- 
less there are preci se criteria to measure prog- 
ress.” Commerce Undersecretary Jeffrey E. 
Gaiten said in a speech Friday. 




Kara Swisher 

- - i Hom buff Wntrr 


In a surprise reversal, the Virginia 
Alcohol Beverage Control board 
ruled against retail magnate Herbert 
H. Haft and for the region’s largest 
wine wholesaler in a bitter dispute 
over Haft’s allegations of price-fixing 
in the wine industry. 

The dedaon. which came after an 
appeal by Forman Distributing Corn- 

naiwniViramiil*- *..ll A on 


chain in Northern Virginia. 

As a result of the ABC decisio 
Haft is now unable to purchai 
wines from a less-expensive whol 
safer outside the Washington are 
Haft said he will appeal the deasioi 

“The Virginia ABC board (has) r 
buked Herbert Haft’s attempts i 
mislead Virginia's consumers ar 
circumvent wine franchise laws 
said Barry Forman, chairman ar. 
chief executive of Forman, in a pr< 
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Council, said there is 
support for a “results 
Clinton fails to achieve 
an said, he expects the 
will immediately fire a 
; shot" at Japan mvolv- 
ons against Japanese 

failure of the talks 
"reevaluation" of the 
oach. but he would not 
future actions, 
d. the administration 
ff congressionally led 
Japan if the talks fail, 
ajonty Leader Richard 
Mo.) and Sen. John D. 
tIV (D-W.Va.) to de- 
of a bill that would, in 
the trade targets that 
have been struggling 


ekiko Togo 
is report 


Republicans Attack FDIC Nominee 


TICERT, From Cl 

FDIC assured her that “no actual conflict of interest 
is involved, given the casual nature of my friendship 
with the Clintons." 

At Tigert’s confirmation hearing last week. Sen. 
Lauch Fair doth (R-N.C.) portrayed her as a longtime 
intimate of the Clintons, but Democratic sources said 
she had met them fewer than a dozen times over a 
period of several years. 

Fairdoth repeatedly pressed Tigert to explain how 
she could oversee an investigation of people she had 
known personally. 

Yesterday, Fairdoth aides said the senator was not 
satisfied with hpr response. “It’s not the most airtight 
recusal.” a Fairdoth spokesman said, predicting Re- 
publicans would continue to use Tigert’s nomination 
to raise questions about Madison and Whitewater. 


D’ Amato warned yesterday that the government is 
running out of time to take action against Madison of- 
ficials to recover damages for the S&L’s failure. 

Dragging a huge "Whitewater Countdown" calen- 
dar onto the Senate floor. D’ Amato said the statute 
of limitations for suing Madison officials expires Feb. 
28. 

The government could keep the case open by ask- 
ing Madison officials to sign voluntary agreements 
extending the deadline, D’ Amato said, but he com- 
plained that RTC officials have refused to disclose 
whether they have taken that action. 

The RTC referred the investigation of Madisop to 
the Justice Department in October 1992. because of 
possible criminal violations, and usually in such cases 
the government files civil lawsuits to try to get some 
of its money back. D* Amato pointed out. 


^ ****** ****** ****** ****** ****** A ** AAA . 



inuts Flights. 


From Baltimore/Washington International to: (each way) 

YORIt/NEWARK CHIQAGO/MIDWAY LOUISVILLE 
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American Banker 


D.C. Lawyer Seen 
TtipCtiteforlllC 

WASHINGTON*’— • A 
leading candidate has appar- 
ently emerged to dtiefexecu- 

thr officer of the Raotutioa 

^ 

^>~iitoiai>ptt»oa muy 
raninate Wniliifigtnn livw 1 
tiwrence SIbioni or'tnb 
fclCf thief fttaadal office^ 
Dbana R TTunninih a ine . * 
ratten msdMr.Sitocna. a 
par tner at Bcrmell Goldstein 
B r az ier & Murphy, is the 
leading candidate. He could 
not be reached for comment. 

Ms. Cunninghamc said she 
does not c on s ide r herself i 
oadidste ftirthe position. 


The Washington Times 
January 15, 1994 

FDIC probers to ruie soon 
on role of Hfllary’s firm 


3y Jerry Seoer 
ir»o KrnnH J V.jrrav 

'4MW MU ION IMS 


Federal banking regulators inves- 
|| gating a possible conflict ot inter- 
est involving first tadv HiUary Kod- 
ham Clintons former Arkansas law 
firm are expected to rule in the 
probe next ween. 

little Rock's Rose Law Firm, with 
Mimor partners Mrs. Clinton. Asso- 
ciate Attomev General Webster L. 
Hubbeil. former White House Depu- 
ty Counsel Vincent W. Foster Jr. and 
White House Associate Counsel Wil- 
liam Kenneuv ill. uas paid a 


5400.000 Ice lor suing a savings and 
loan it previously defended. 

investigators are irving to deter- 
mine if. as required, the Rose tirm 
told the Federal Deposit Insurance 
Corp. (FDIC) during a 1989 lawsuit 
agamst Madison Guaranty Savings 
and Loan Association that the firm 
had previously represented the SliL. 

The FDIC is looking into accusa- 


crunmai offense, and has focused on 
i purported ethical breech by the 
[lose firm, which could result in its 


,tr.tir>i icrd cn 


*S*i1 
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_-rit T'^-nri \ijudcrc 

hems oannea tram tuture govern- 
ment work. Law firms represemme 
the FDIC are required to establish 
potential contlicts ot interest before 
agreeing to represent the aovem- 
menc 

"We are still hoping we can wrap 
this up by some time next week." 
said FDIC spokesman David Barr. 

Meanwhile, the White House yes- 
terday declared its mission accom- 
plished when it delivered to the Jus- 
tice Deportment the last of the 
subpoenaed files for Whitewater De- 
velopment Corp., including those 
taken from Mr. Fosters office after 
he committed suicide July 20. 

"David £. Kendall. President and 
Mrs. Clinton s personal attorney, 
turned over five additional boxes of 
documents to the Department of 
Justice this afternoon, completing 
the document production agreed to 
on December 23. 1993." senior White 
House adviser Bruce Lindsey said. 

Me Lindsey said the enormous 
quantity of material — now totaling 
at lease 10 boxes delivered since last 
weak — was misleading since it in- 
cludes multiple copies of many doc- 
uments. Also included were work pe- 
pera of an audit for the campaign by 
a Denver lawyer in 1992. press in- 
quiries and other materials that are 
not c o rporate records. 

Me Lindsey satu company rec- 
ords comprise only about one of the 
10 boxes, with the rest being ex- 
traneous material submitted for full 

He could not say how much of the 
material was original Whitewater 
records, such as correspondence, 
rlnerii or check registers, which the 
runtnw« have said they did not re- 
ceive from their Whitewater part- 
ners. James B. and Susan McDougaL 

"They involve those the Clintons 
had. The Clintons still do not believe 
they have all records." Mr. Li n dse y 
said in a brief interview last night 

Madison, owned by Mr. McDou- 
gaL a longtime friend and former 


gubernatorial aide to Mr. Clinton, is 
:he locus or an ongoing Justice De- 
partment investigation into suspi- 
cions of illegal loans and campaign 
fraud. 

A federal grand jury in Little 
Rock is looking at ttnanciai transac- 
tions between Madison and White- 
water. Both are Arkansas enter- 
prises. 

Attorney General Janet Reno, 
who first refused to name a special 
counsel to investigate Whitewater 
Madison, is expected to comply with 
White House officials to name an 
outside investigator in the esse, per- 
haps as early as this weekend. 

A conclusion to the FDIC inquiry 
and the handing over of the White- 
water documents were two of sev- 
eral developments in the govern- 
ment's probe of Madison. Mr. 
McDougai and the Clintons. Also 
yesterday: 

• Me Clinton said in Moscow he 
was not surprised the subject kept 
coming up. "No it didn't surprise me. 

I mean, even when i vent home to 
Arkansas when my mother died, it 
didn't stop. . . . Vbu know; the Repub- 
licans didn't stop it then.” he told 
CNN- "I just didn't spend too much 

time on it What we just decided 

to do was that the people back home 
would handle it and I would try u 
kaep all my focus o-i this (tn;«i. ' 

• The FBI served subpoe n as on 
the First Bank of Arkansas in 
Wynne. Arlu according to Leon 
Foust, the bank's president. The 
bank, formerly known as the Bank of 
Cherry Valley had loaned Mr. Clin- 
ton SS0.000 to help settle 1984 guber- 
natorial campaign debts, it was the 
second time documents had been 
sought by the FBI from the bank. 

e House Banking Committee 
Chairman Henry B. Gonzales ap- 
proved requests by Rep. Jim Leach, 
the ranking Republican on the com- 
mittee. for increased staff travel to 
investigate the Whitewater Madison 
affair. Mr. Gonzalez. Ifexas Demo- 
crat. approved the request, but said 
he had seen nothing so far "that your 
cose study has a legislative pur- 
pose." 


GOP eyes slow 


By Raioft Z. Hallow 

thswm h— i TOwTwsa 

Republicans are concl udi ng that 
the best they can get out of the 

Whitewater Madison investigation 

:s a slow, lethal undermining of 
President Clintons credibility. 

•It's far too early to conclude 
that this could go to impeachment 
or resignation. Sen. l’aul Cover- 
deli Georgia Republican, says in 


erosion of Clinton credibility 


interview after Mr. Clinton ac- 
__ _ _ ceded to calls 

ews 

SAIiSK s.m«. mi- 

— nortty Leader 
ib Dole of Kansas and Rep. Jim 
ach. lows Republican, had first 
lied for a special counsel to in- 
stigate the Clintons tics to a 
tied land deal and a defunct sav- 
es and fo wir They were later 


joined by a number of prominent 


Rn«0l ir» n « think the proionga- 
Uon • t question* over the Clintons’ 
role in Whitewater-Madiaon will 
make it easier to block the pres- 
ident's health care and social 
spending initiatives, and finally to 
win back me presidency in 1996. 

However, me head or a leading 


- 7 - 
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. C^Ot Vv (.'IT'' ' ",’viC 
Republican tnink tanK warns tnat 
Mr. Clinton stul can Beat anvone in 
•he “wean r l<>«6 Reouotican ores- 
viennai field ana that, u Whitewater- 
Madison takes Mr. Clinton down. Re- 
publicans would lace an even 
tougher opponent in Vice President 
A1 Gore. 

"I don't think vou could give the 
whole Republican tield for '96 mucn 
more than a C-plus.” says Paul M. 
Weynch. president ot the Free Con- 
gress Foundation and a stalwart of 
the party's conservative wing. He 
thinks that any one of the Repub- 
lican candidates could govern well, 
but “none of them gets the kind of 
response that would cause people to 
say "Boy. am 1 excited.' ” 

Mr. Weynch opined that a Repub- 
lican candidate might have to con- 
tend with Mr. Gore, whose “wooden 
image” has all but vanished and who 
has at least two assets to help him 
survive his boss's possible political 
drawnmg in Whitewater- Madison. 

“He has a dean image and a very 
different way of operating than Clin- 
ton." says Mr. Weynch. “The public 
is so forgiving, they wouldn’t nec- 
essarily associate turn with Clintons 
problems.” 

Those problems go "back to the 
character question, where Clinton is 
always the most vulnerable." says 
political consultant Frank DonateUi. 
a former Reagan White House politi- 
cal director. Republicans “at the 
very least" want to continue raising 
Questions about Whitswater-Mad- 


ison, he says. 

According to Republican pollster 
Ed Goeaa, “the chief benefit for Re- 
PubUcana will be that Clintons cred- 
ibility with the public on health care 
and increased social spending will 
erodeasmoreof the public becomes 
aware of the mam elements in the 
Whitewater story" 

Says Tbny Blankley. spokesman 
for House Minority Whip Newt 
Gingrich: “When he stands up 


\ZCxCxrZ 

Jo IS find some new scintilla ot evi- 
dence lust oetore tne election to re- 
mind voters of the cioua over Mr. 
Clinton. 

Like manv other Republicans. Mr. 
Goeas sees tne long investigative 
road ahead on Whitewater-Madison 
as a constant distraction for the 
president ana a persistent question 
mark in the mind of the public, both 
of which will weaken Mr. Clinton for 
1996. 

But Mr. Weynch thinks too many 
Republicans continue to underesti- 
mate the man from a town called 
Hope. 

“I don't see a Republican right 
now who could beat Clinton unless 
he beats himseif. because he's one of 
the shrewdest people I’ve seen m a 
long tune.” he says. 

From Mr. Clinton's stumbling 
scan as president, with his ad- 
dressing homosexuals in the mili- 
tary as his first issue. Republicans 
have been agonizingly divided over 
how wounded Me Clinton is andhow 
beatable he may become. 

Me DonateUi lines up with those 
who aee Me Clinton as having out- 
played virtually every political hand 
dealt him. “Clinton's a weak incum- 
bent and if we're lucky enough to 
taka him on one-on-one in '96, with- 
out flbxaa billionaire Ross) Perot, 
wa can defeat him." Mr. DonateUi 
idys. 

:.L. .tfrvnch says the Perot factor 
remains crucial, barring rome shat- 
taring development in Whitewatep- 

Madison. “In the right circum- 
stances. Perot can rehabilitate 
himself, run again and allow Clinton 

to win.” 

What lawmakers on both sides of 
the aisle find cunous is the absence 
of Me Gingrich, who is in line to 
become House Republican leader 
after this fall's elections and is well- 
remembered for smglehandedly 
challenging and bringing down 
House Speaker Jim Wright over cor- 


2 on ncaun care next 

time, fewer people are going to be- 
lieve him." 

Democratic consultant Brian 
"The RcmMieun 


The fiery Georgia Republican has 
been uncharacteristically quiet on 
the Whitewater-Madison matter. He 
appears content to let oneof his most 


have an issue that's a ball and chain 
on the president's leg that he has to 
drag around wherever he goes.” he 
says. "Whitewater has the tendency 
to plant seeds of doubt about the 
president's credibility that Repub- 
licans can exploit politically. 

"Meanwhile. Republicans don’t 
have to do much but stand back and 

watch. The Democrats are doing the 
Republicans' work for them, with 
their publicly forcing Clinton to ac- 
cept a special prosecutor." 

Kevin Phillips, a political com- 
mentator. says “there's potential for 
the Republicans” in the president* 
Whitewater-Madison troubles. 

“I don't know what it is. but it has 
to be taken senousiv. espeaaUv 
t rom a state like Arkansas tnat has a 
-.ieazv t inanctai-business-poimcai 
interaction. ' Mr. Phillips savs. 

What cicartv scares the Demo- 


uwm wrarwwi, Mr. ueacn. ieao e 
low-keyed, understated campaign to 
make Mr. Clinton squirm. 

“Leach is playing an unlikely role 
and is a tough nut for the Demo- 
crats.” says Mr. Phillips. “He is an 
honest guy. somebody who can t be 
identified as Newt Gingrich's third 
cousin from San Diego. The upshot 
is he is very effective in raising the 
Whitewater issue." 

With the possible exception of Mr. 
Dole, there appear to be no Republi- 
cans in the Senate willing or capable 
of taking on the role of partisan fire- 
brand. 

Mr. Coverdeil confirms what most 
Hill Republicans nave said about Re- 
publican action in Whitewater- 
Madison: Mr. Dole's sow role in the 
Senate and Mr. Leach's in the House 
are not the product of some Repub- 
lican grand design. 


cv«i if Whitewater-Madison tades. it 
will have been in the news so long 
that ail the Republicans will have to 


“There is no Republican strategy;' 
Mr. Coverdeil says. “Whitewater ac- 
tivity is spontaneous. In the after- 
math of losing the White House. Re- 
publicans are still disorganized 
strategically.” 
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Hillary Clinton in Spotlight 
for Her Role in Whitewater 


■ Inquiry: Her reputation as a top corporate lawyer seems to conflict with her purported 
naivete about high finance. 


By JOHN M. BRODER 
and JAMES RISEN 
thus staw wiinu 

W ASHINGTON— Ai the White House struggles to 
contain the controversy surrounding the First 
Family's involvement m the tangled Whitewater 
real estate and banking affair. First Lady Hillary Rodham 
Clinton's role has begun to raise as many questions as her 
htaband’s. 

Indeed, the Whitewater matter now seems to be a 
controversy befitting the Clintons' modem, two-career 
pc Hii ssl marriages Just as the First Larfv hss pl»ye* a 
critical role in major policy decision* or. health <*■»••• 
other issues, she now finds herself a centra! figure wuh her 
husband in this poiitically threatening affair. 

It ia Hillary Clinton's independent career as a top 
attorney in Little Rock. Ark., while her husband served as 
governor— and her reputation for being the financial 
brains of the household— that have prompted questions 
about her role in the Whitewater matter. 

Even fnends m Arkansas are wondering why she has not 
come forward with a fuller account of what she did and 
what she knew at the time the events in Arkansas were 
unfolding. 

"1 don't know why she hasn't been more open about 
explaining'' her work as a lawyer for the defunct savings 
and loan at the center of the affair, said Beverly Bassett 
Schaffer, a former Arkansas state regulator and longtime 
acquaintance. '*! don't understand why they |the Clintons! 
were m business with someone tike McDougal.'* the thnft's 
owner. 

James B. McDougal. a friend of Ginton's. owned Madison 
Guaranty Savings A Loan and was hall-owner with the 
Clintons in an Ozark Mountain real estate venture called 
Whitewater Development Coro. 

The President and Hillary Clinton have said they were 
innocent by sunders as McDougal drove his lending 
insutuuon into the ground with a binge of bad loans and 
fnttered away nearly S70JXX) of their assets on the 
bankrupt Whitewater project. 

Unresolved, though, is the mystery of how to reconcile 
this image of naivete in the world of high finance wuh 


Hillary Clinton's reputation as a top corporate lawyer and 
board member of some of the nation s biggest corporations. 

The question being asked more openly in Washington 
and Arkansas is: How could Hillary Clinton— whom one 
legal journal called one of the 100 most influential lawyers 
in the United Slates— be unaware of gross mismanagement 
at a savings insutuuon she repre s ented as an attorney and 
neglect her family's only substantial financial asset? 


T'hose questions intertwine wuh a web of others as 
X federal investigators continue their inquiry. 

Specifically, they are trying to determine whether, amid 
the careening disorder in the runaway SAL and Whitewa- 
ter. money from a federally guaranteed lonit waa diverted 
into Clinton's 1984 campaign coffers. Also, there n the 
matter of whether tne insutuuon got favorable treatment 
from Arkansas authorities that helped keep it in busmess 
before federal regulators finally shut it down in 1989. 

It is Hillary Ginton's role as a former attorney for the 
savings and loan that har~raised concerns about her 


McDougal. who worked with Clinton in Sen. J. William 
Fulbright's office in the 1960 a bought Madison Guaranty in 
1962 and soon began using it to make loans to important 
figures and to finance an a ss ortment of speculations 
including his 4 -year-old Whitewater venture wuh the 
Clintons, according to records filed wuh state regulators. 

Befdre long, the SAL was on dangerous ground, and in 
1984 federal regulators warned that they considered Us 
lending practices questionable The Federal Home Loan 
Bank Board directed the SAL— along wuh others m 
Arkansas— to raise more capital and put its house in order. 

McDougal hit upon s quick way to raise money: selling 
stock. But that was not normal practice for savings and 
loans in Arkansas, and the proposal needed approval from 
the Arkansas Securities Commission. So McDougal had 
Little Rock's Rose Law Firm— and specifically partner 
Hillary Clinton— make his case for me suck sale u state 
regulators. 

The White House has acknowledged that Hillary 
Clinton, then on a S2£00-a-monih retainer with Madison 
Guaranty, worked on the proposal in 1985. But senior 
presidential adviser Bruce Lindsey said her involvement 


./GrVt ‘J ■ _»■> t 5V' k 
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HILLARY: First Lady in Spotlight 


C — d — d ft— A 1 

was minimal and that moat of the legal work waa done 
by a junior associate. Richard N. Massey, then a 
28-year-old. first-year lawyer at the firm. 

Joe Madden, the current commissioner of the 
Arkansas Securities Department, said there are at 
least three Rose Law Firm documents to the commis- 
sion that refer questions back to either Hillary Clinton 
or Maaaey. But he said the case was fairly routine and 
that a "competent first-year attorney (as Massey was 
at the ume| could have been primarily responsible for 
doing the research and doing the drafting. ' 

Schaffer, who had just been appointed securities 
commissioner by then-Gov. Clinton when the case 
arose, said Massey handled meetings with her staff and 
that Hillary Clinton was the only senior attorney at 
the Rose firm with whom she or her staff commum- 

UUimaieiy. Schaffer and her staff decided that the 
unusual capttal-fonnation plan did not violate Arkan- 
sas law and approved it Because of its grow in g 
financial problems, though, the plan was never earned 
out by the thrift 


mis favorably because the governor s wife was 
involved in the ca s e 

But she eiprras a d frustration at her old friend’s 
seam mg ncatauon to puouuy explain her role as a 
wuhi attorney m the ease and thereby allow suspi- 
dans u> grow. 


MeDougai said there weren't sufficient funds from 
property sales to cover that month's mortgage pay- 
ments. that didn't seem unusual." 

He said the Clintons were aware that the proper t y 
appeared to be losing value, but rather than ques- 
tioning MeDougai or seekine detailed financial state- 
ments on the deal, they wrote it off as "‘bad 

Another fGuly friend* tamwrmm a that neither of 
the Clintons was interested in getting nek they 
concentrated through the 1980a on Clinton's political 
career and his wife's policy crusades. 

''They don't know beans about business.'’ said this 
Arkansas friend, who asked to remain nameless. 

According to MeDougai. the Clintons early in 1965 
expressed interest in Madison Guaranty’s affairs— aa 
wall as their personal enrichment— and sought the 
thrift's legal work for the Rose Law Firm. MrDougal 
said he put Hillary Clinton and the Rose firm on the 
S2j000-a- month retainer at then-Gov. Cl i nt o n ’s re* 
quest i claim the White House has denied. 

In 1988. when Madison Guaranty dearly was on ths 
verge of failure and Me Dougai waa suffering personal 
problems, records show that Hillary Clinton wrote to 
to seek power of attorney over all Whitt- 
water-related busmen. 

She received that power but apparently did not use 
it until 1992. when she authorised Ron firm law 
partner Vincent Poster to work on Whitewater's 
delinquent Lax returns. 

In an unretataa case, the took a distinctly acuve rale 


tlona arising from private matters a decade or more 
ago are not a fit subject for public scrutiny. She has 
nfnsii to respond to any detailed inquiries, including 
the central one> whether it was proper io repr es e n t a 
partner before a state regulatory board run 

by a personal friend and appointee of her husband s. 

She has expressed bewilderment that the press and 
investigators are interested in the aftermath of a 
money- losing private real estate investment 

Jack Pitney, a potties! scientist at Claremont 
McKenna College in Claremont said the First Lady's 
— p"— created a credibility problem, it is difficult 
he said, to believe she would ignore s major family 
investment and overtook a potential conflict of 
interest 

“She can't just throw her hands in the air and say 
she doesn't understand ail this legal stuff. She can l 
Hs»»w ignorance of legal details.” he said. "It is not a 
credible defense. Her tnvoivement is a fix of her own 
making.'' 

Friends and a s so ci a tes said the two images of 
Hillary Clinton— meticulous lawyer and absent-mind- 
ed investor— are not mutually exclusive. While she 
was a keen professional at work, she had little interest 
in acquiring wealth or closely monitoring her family's 
finances, according to her defenders. 

Lindsey, a longtime Arkansas friend of the First 
Fsnaty. said the Clintons got into the Whitewater deal 
on the assumption that MeDougai would manage the 
property and the Clintons would simply make pay- 
menu periodically on loans taken out to purchase the 
undeveloped land. 

"They went into a real estate development with a 
developer with the clear understanding that he would 
manage the investment and with the clear under- 
standing they would be passive investors. ' Lindsey 


1981 she. Foster and Webster L. HubbeiL another law 
firm partner, formed an investment partnership cailad 
Mid-life investors, with each contributing an initial 
S 15D00. 

Roy P. Drew, a stockbroker who helped them set up 
the venture, said neither Foster nor Hubbeil later 
expressed much interest in the performance of the 
partnership but that Hillary Clinton called frequently 
to ask about her investment, at times phoning him 
daily with questions and instructions. 

The partnership eventually foundered, paying an- 
nual dividends of between $2 and $20 from 1986 to 
1992. according to the Clintons' income ux returns. 
Lindsey, who follows the Clintons' personal business 
closely, said he knew virtually nothing about Mid-life 
Investors except that it was an insignificant part of the 
family's portfolio. 

Some of the White House defensiveness about 
Whitewater questions over the last three weeks can be 
attributed to concern for Hillary Clinton's potential 
to poli tical damage. 

The chief item on the White House agenda for 1994 
is the health care reform initiative, which the First 
Lady has beaded. 

White House aides— and ultimately the Clintons— 
concluded this week that until questions are resolved 
about the First Family's business matters, little 
progress can be made on affairs of state, officials said. 

There ain't going to be no health care camp a ign tf 
they don't get Whitewater out of the way." said 
Betsey Wright. Clinton's former gubernatorial chief of 
staff and an informal adviser. 

Right now. it is very difficult for the White House 
to be heard on health care or anything else. • ■ • Until 
that cacophony quiets down, you can t get health care 
back on track. ” 


"Whan they were asked to write a check to Citizens Times staff writer Thomas a. 
Bonk of Flipptn (Ark.) or even to the McDougals when tula star*. 
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Whitewater Probe Sparks Little 
Public Interest, Survey Finds 


Bv THOMAS B. ROSENSTIEL 

TIMES STAFF WRITER 

W ASHINGTON— Despite in- 
tense me<lu coverage, most 
Amen cans are paying little or no 
attention to news accounts of the 
mvesugauon into President Clin- 
ton's past business dealings, ac- 
cording to a survey reieasea Fn- 
day. 

Moreover, after a montn in 
which the so-called Whitewater 


| ■ FROM SATURDAY EDITIONS 

story has increasingly become the 
focus of White House press cover- 
age. Clinton's approval raung has 
remained unchanged at 48%. ac- 
cording to the study by Times 
Mirror Center for People and the 
Press. 

The raung u nearly equal to the 
highest point it has reached in the 
Clinton presidency. Only in the 
first few days after the inaugura- 
tion was i» higher. 

The survey, in which 1.49s adult; 
were interviewed from Jan. b 
through Jan. 13. has a margin of 
error of plus or minus three per- 
centage points. The results could 
have been influenced by the word- 
ing of the questions. 

The Times Mirror Center is 
owned by Times Mirror Co., which 
also owns The Times and other 
newspaper and communications 
operations. 


Only 13% of those interviewed 
said they had paid “very close ' 
attention to quesuons about the 
First Family's investment in 
Whitewater Develooraent Corp., an 
Ozark Mountain vacation resort, 
while Clinton was governor of 
Arkansas, the survey found. Twen- 
ty-nine percent saia they had paid 
“fairly close ' attenuon. 

By contrast. 57% said they had 
followed the stones not too close- 
ly" or "not at all." 

Only 15% of those surfeyed said 
they had paid very close attention 
to claims by some Arkansas state 
troopers that they helped arrange 
extramarital affairs for Clinton 
when he was governor and before 
his presidenual inauguration. 

Nearly 80% of those interviewed 
said they had followed that story 
“not too closely” and “not at all 
closely.” 

Unlike coverage of some other 
controversies, the Whitewater sto- 
ry has not yet provoked anger at 
the press. Rather, the matter seems 
imply not u> have registered with 
the public. 

Sixty -one percent of thoee inter- 
viewed said the press has been fair 
to the Adminutrauon. while only 
21% said it has been unfair, about 
the same as last August. 

In June, after news accounts of a 
purported $200 haircut for the 
President and the fmng of several 
White House travel office workers, 
about 43% of those polled said they 


thougnt the press was being unfair. 

Clinton s approval rating was 
highest in February. 1993. gradu- 
ally dropping to a low point in June 
and August. It has climbed since 
then, with a slight dip in October. 

The low level of interest in the 
Whitewater story is not out of line 
with past survey figures concern- 
ing stones about Washington con- j 
troversies or allegations of wrong- 
doing. 

Since 1989. when the Times Mir- 
ror Center first began examining 
such matters, the highest level of 
interest in such stones— 31 %— oc- 
curred during the Iran-Contra trial 
of Oliver L. North. 

The use of public planes for . 
private travel by John H. Sununu. 
White House chief of staff during 
the George Bush Administration, 
was followed very closely by 26%. 

In Clinton s tenure, the moat 
closely watched controversy in- 
volved attorney general candidates 
Zoe Baird and Kimba M. Wood. 

Both women len out over issues 
surrounding the hiring of house- 
hold workers who were immigrants 

and whether the nominees had paid 
Soc i al Security taxes. That atory 
was followed closely by 24% of 
those interviewed. 

Other controversies involving 
Clinton— the suicide of White 
House counsel Vincent Foster end 
the firing of the travel staff— gen- 
erated about the same public inter- 
est as Whitewater. 


Ex-Clinton Aide 
Faces Subpoena 
in Madison Case 

■ Whitewater: The FBI focuses on what the 


Numerous quesuons have been raised about whethe. 
Clintons and McDougal i mp rope rl y benefited financ 
from the relationship and Atty. Gen. Janet Ren 
preparing to appoint a special counsel to investigate 
matter. 

The primary focus of the mvesugauon is ihe Whitew 
Development Corp.. a partnership formed by the Clin 
and McDougal in 1978 to develop 200 acres of resort lar. 
the Ozark Mountains. The Clintons have said that they 
$68,900 in the venture, but key records apparently 
missing and FBI agents have been trying to reconst: 
the finances of the project 


chief of staff to the then-Arkansas governor 
knows of a thrift owner's role in the paying 
off of a 550.000 loan. 


By DOUGLAS FRANTZ 
and WILLIAM C. REMPEL 

TIMES STAFF WRITEtS 


L ITTLE ROCK. Ark.— The FBI has notified Betsev 
Wriem. a senior aide to President Clinton wnen he was 
governor of Arkansas, that she will receive a grand jury 
subpoena in the expanding mvesugauon of Clintons 
business dealings with the owner of a failed savings and 
loan. Wright acknowledged Friday. 

The FBI also subpoenaed documents from a small 
Arkansas bank that loaned Clinton and his wife. Hillary 
Rodham Clinton. $50,000 to help finance his 1984 campaign 


ror governor. , ... 

The subpoenas are part of a wide-ranging federal 
inv es ti gation into ues between the Clintons and their 



A mong some of the quesuons invesugators hope 
answer is wnether McDougal received political fa\ 
in exchange for helping the Clintons pay off the $50. 
loan. McDougal has told reporters that he stager 
fund-raiser in 1985 to help retire the debt. 

Invesugators apparently believe that Wright may 
able to shed light on the loan issue. She attended the 1: 
fund-raiser as then -Gov. Clinton s chief of staff and belt 
collect $35,000 toward the loan repayment. 

Although campaign laws reauure such contrtbuuons 
be reported to tne state, tne list of contributors to 
Madison Guaranty 

fund-raiser has ais* 


appeared and Wright 
has said that she does 
not know what hap- 
pened (OIL 
Wright acknowl- 
edged Friday that 
the FBI had informed 
her that she.wouid be 


I will be happy to help 
anyone to get the 
instory soma out. 



on ^exf~ c 
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she was totd the sub* 

poena had been withdrawn temporarily penaine me 
naming of the special counsel. 

In anuapauon of the subpoena. Wright said that she 
moved several boxes of documents from her office at the 
Wexier Group, a Washington lobbying firm and part of the 
Hill A Knowlton communications firm, to her Washington 
home. She said that she planned to sort through the 
material over the weekend. 

"I will be happy to help anyone to get the history sorted 
out.” Wright said. 

She declined to disclose the nature of the material sought 
by the FBI or the types of documents she said she is 
examining. 

However, during the 1982 presidential campaign. Wright 
collected numerous documents to rebut questions raised 
then about the Clintons' involvement with McDougai. 

T he Whitewater case is not the first White House 
controversy in which Wright has become involved. 

Last month, she took time off from her lobbying job tb 
help senior presidential aide Bruce Lindsey coordinate the 
White House response to allegations made against the 
President by two Arkansas state troopers. They claimed 
that the President offered them federal jobs to discourage 
them from speaking publicly about his alleged extramarital 
affairs while he was governor. 

FBI agents also served a new subpoena on the small 
Arkansas bank that actually made the S50.000 loan to the 
Clintons in 1984. in an apparent attempt to uncover the 
loan's paper trail. 

The insutution— the Bank of Cherry Valley— was owned 
moan by W. Maunce Smith, a former member of Clinton's 
staff. There was no collateral for :he ioa«.. «*i.icu was used 
by Clinton to bolster his gubernatorial campaign ui us final 
days. 

Smith, later named by Clinton to head the Arkansas 
highway department, is a longtime friend and political 
confidant of the President. According to Wright, he was 
Clinton 's mentor and “like a father” to the young Arkansas 
politician. * 

Federal investigators examining the failure of Madison 
Guaranty suspect that some of the money raised by 
McDougai may actually have come from the savings and 
loan's funds, sources said. The While House has said that 
Clinton and his campaign would have had no way of 
knowing the origin of the contributions. 

Leon Foust, the president of the First Bank of Arkansas, 
which bought the Bank of Cherry Valley, confirmed Friday 
that the insutution has received three subpoenas in recent 
weeks from FBI agents, the most recent coming Wednes- 
day. 

Foust declined to discuss the nature of the material 
sought by the subpoenas. But a knowledgeable source said 
that the FBI is seeking bank records related to the 
Gin tons loan and checks used to pay it off in 1985. 

Sources said that investigators also are interested in 
checks sent to the Bank of Cherry Valley from the 
Whitewater Development Corp. account at Madison Guar- 
anty. 

Some record s have been located and turned over to the 
FBI. Foust said, and bank staff members are trying to find 
I material. 

“We’ve complied with the subpoenas to the best of our 
ability, and ws are aull searching for records.” Foust said. 

The possibility that Madison Guaranty funds were 
contributed to Clintons campaign is one of several 
questions expected to be examined by the special counsel. 


— C.— 
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Panel Starting Critical Phase 
In Clinton Land Deal Inquiry 


WASHINGTON. Jan. 1? — A Federal i west. Aides sav she hopes to name an 
krand lurv in Lillie Ruck. Ark., will I independent prosecutor quicklv to take 
reconvene on Tuesday ana begin a crit-i over ine inquiry into the President's 
ical new phase in the investigation ol Arkansas land dealings, 
ties between President Clinton s land i Last week. Mr. Clinton requested an 
development company and the owner i mdepenaent prosecutor alter months 
of a (ailed Arkansas savings and loan. ■ in which he and his aides dismissed 
For the first time, the panel is cx- inews reports about his financial deal* 
pected to hear from several central lings in his home state as outdated 
witnesses, including Mr. Clinton's for* i accusations that he had already ad* 
mer business partner, and weigh po* tequatelv explained, 
temially pivotal evidence trom the box- . Aa ^ Hrand mrv fn 

cs of documents the White House wu i preporeo to renew 

ortkued upturn over io Gov^mm^ ,,s deliberations, some Federal law* 
10 lurn over 10 t,overnme n* * enforcement officials said thev were 


The h.nn.^ . unsure wnetner tne testimony ana doc* 

uff rS ™d!? F B UrtSI ' ume " l l obwm £| bv the grand jury 

«o Mr. Clinton's invwmem m i 'SSXSIiSl ! 

Whitewater Development Company, i special P ro * ecut o r enters the case. 

thareal estate concern in which the; Seeking a National Reputation 

Clintons were partners with James B. i fnr , emrrv 

McDougaL the owner of Madison Guar* i , 

antv. a savir.c-. v*.,. n tn« inquiry appears to be a compucat* 

Federal^uMiwirr/lL * '*:* «“*• as Ms - Reno * a,de * 

Mr. McDougai has been ordered to • 
appear before .he grand |urv later this I a V Th. 

week. Other Clinton associates nave i 

also been subpoenaed, including Betsey t mattmi'imM 

Wright. Governor Clinton s chief D f | wwu someone with a national repute* 
staff, who supervised campaign fi.i uon * 

nance records. I They also said that she warns to 

Investigators from the Justice De - 1 avoid appearing to be dragging her tcet 
panment are irving to determine i in making her choice. Some aides 
whether Madison tunds were improp* i worked through the weekend to narrow 
erty diverted to Whitewater or to help i the list of possibilities. 

Mr. Clinton repav a *50.000 loan lor his • The President's willingness to bnng 
19M campaign lor governor. Mr. Clin* I in someone from outside the Govern* 
too has said he engaged in no wroneuo* i mem to investigate has not silenced 
ing and that he and his wue. Hillarv. i Republican critics, like Representative 
lost m oney in the Whitewater invest*; Jim Leach of Iowa, who continued to 
rnent - ; press for a Congressional inquiry. But 

As Federal prosecutors seek to un-iMr. Clinton s allies in Congress, like 
dmund the nnanciui relation snips uo* • Senator David Prvor. Democrat ot Ar- 
tween the Clintons ana .Mr. McDouital. ikansas. have said the Republicans are 
Attorney General Janet Reno is srhed*- simply trying to keep the issue auve 
uled to return to Washington on lues* ’long enough to embarrass Mr. Clinton 
•lav rvemne irn<n a irip hi me south* i in the l‘J96 Presidential campaign. 


_a_ 
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Whitewater hypocrisy on the Hill 


T he word “hypocrisy” has been tossed around 
a Rood deal by White House aides and liberal 
reporters and pundits when discussing calls by 
Republicans for a special prosecutor to look into the 
Whitewater affair. In fact in arguing against the now- 
deftmct independent counsel law — the Watergate- 
era legislation under which a special “court" 
appoints an independent counsel who is accountable 
to no one in the executive branch, much to the detri- 
ment ofthefbundexs 1 concerns about the separation 
of powers — Republicans have mostly maintained 
that executive branch scandals con be sorted out 
when necessary, by outside prosecutors appouued by 
the attorney general as well as by Congressional 
hearings. This is just what the political minority has 
called for in the Whitewater case, with varying suc- 
cess Janet Rena upon instruction mxn her bos. has 
finally bowed to political inevitability and announced 
she will appoint a special prosecutor to conduct an 
investigation into the Clintons' land-development 
scheme. But Democrats on the Hill have bobbed and 
weaved and squirmed their way out ot holding hear- 
ings of their own to uncover the Whitewater facts. 

This is hypocrisy of a breathtaking order. There 
can be no explanation for the stonewalling on Capi- 
tol Hill other than a desire to protea a president of 
the majority party. Compare co n gre ssi onal Democ- 
rats' new-found reticence with the zeal lavished 
upon any question about propriety in Republican 
administrations. Investigative hearings were not 
even limited to issues that touched on the activities 
of the president 

Consider the wilding indicted on Allen Hubbard 
two years ago when he was me executive director of 
the Vice President* Council on Compenoveness. Mr. 
Hubbard stepped on toes ail over Capitol Hill by try- 
ing to short-circuit the lines of command by which 
lawmakers exercise unaccountable power. Legisla- 
tors are used to getting their way by privately call- 
ing up regulators, rulemakers and other federal 
bureaucrats and telling them what to do. (This often 
goes by the name “constituent service.”) Mr. Hub- 
bard made muitiDle enemies bv encouraging George 
Bush and Dan Quayie to review and sometimes 
override the decisions made by bureaucrats at the 
surreptitious direction of powerful congressmen. 
And so Congress ganged up on him. with six dif- 


ferent congressional committees holding investiga- 
tions. The crime they accused Mr. Hubbard of was 
not exactly condia-of-interest but rather the possi- 
bility that at some paint m the future he might hove 
a conflict of interest. 

Similarly, when allegations surfaced that there 
might have been irregularities in the food assistance 
program to Iraq, irregularities that might have 
allowed the regime of Saddam Hussein to buy some 
heavy trucks for his military, Congress again went 
into overtime with multiple hearings by multiple 
committees, most notably the House Banking Com- 
mittee chaired by Ibxas Democrat Henry Gonzalez. 
Mr. Gonzalez thought it sufficiently i m porta n t to edu- 
cate the public about presidential doings that he read 
classified documents into the Congressional Record. 
In fact as editorials here agreed at the tune, he there- 
by shed much light on a disgraceful part of the Bush 
administration* record. Yfet this same lawmaker has 
repeatedly shrugged off demands that his commit- 
tee took into the Whitewater case, which would be a 
natural for him given that the questions all swirl 
around the failure of a savings and loan. 

There is palpable relief in some quarters on Capi- 
tol Hill that the whole matter is going to be in the 
hands of a special prosecutor, where it will be han- 
dled quietly for some time. The apparent hope is that 
if there is no discovery of criminality, the affair can 
be buried. 

But is criminality the only concern? No. The White 
House has gone to extraordinary lengths to keep the 
Whitewater files —or what is left of them —out of 
public view. It is hard to avoid the conclusion that 
.something muzhty interesting is lurking there. As 
Sea Robert Dole said over the weekend, in his ongo- 
ing campaign to embarrass Democratic lawmakers 
into doing wnat they have king professed is their duty. 
Someoody must know something we don’t know” 

What is most troubling about Whitewater isn’t 
what is known about it but what is not known. It 
seems the White House doesn't want the fog to dear 
and is willing id go to great lengths to see that it 
doesn't Capimi Hill is accommodating its desire. If 
legislators want to pnxea their own credibility, they 
should join the call for hearings — if for no other rea- 
son than to pry loose for public release ail the docu- 
ments the White House is so zealously guarding. 
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Clintons Made Prorit 
In Series of Land Sales. 
Magazine Report Says 


Hu a WAi.LSTWKfrr JoLUNAt. iiaif Reoo riff 

WASHINGTON - The price of a parcel 
of land related 10 the Whitewater contro- 
versy rose almost I7r*< in a little more 
than a year, thanks to a senes of sales, 
including one in wntch Bill Clinton and his 
business partners sold the property to the 
company they controlled. Time magazine 
reports. 

Time said it was unable to obtain the 
Clintons 1979 income-tax return to learn 
whether the couote Daid capital-gains 
taxes on what appears to be a paper 
profit on their sale of the land to Whi- 
tewater Development Co. A White House 
spokeswoman said she couldn't comment 
on the Time report, saying all Whitewater 
matters are being examined by the Justice 
Department and will soon oe tne purview 
of a special counsel. 

Citing deed records on file in Marion 
County. Ark., tne magazine traced the 
Whitewater acreage from its original sale 
as part of a 3.600-acre tract sold by 
Arkla Land Co. in July 1978 to a company 
called 101 River Development Inc. The 
sale ortre was about S400 an acre. 

in earlv August II- 78. according to 
Time. Bill ana Hillarv Kodham Clinton 
and their partners. James and Susan 
McDougai. purchased a 230-acre parcel 
from tut River Development for $203,000. 
or about $882 an acre. That parcel was 
sold in late Septemoer 1979 to Whitewater 
Development, the company newly formed 
by the Clintons and McDougais. 

The transfer from the Clintons and 
McDougais individual ownersmp to their 
■ orporate ownership was accomplished 
•It S250.000. or about $1,087 an acre, 
according to Time. The president of the 
hank that provided a loan to Whitewater 
for that purchase - James Patterson Jr. 
of Citzens Bank u Trust in Fliopin. Ark.- 
•*aid the final peracre price was higher 
than the original because the property had 
-i large amount of river frontage. 
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For Clinton. Whitewater Wisdom 
from Past Presidents’ Defenders 


By Saundra Tony 

■VMtMWM POM Sutf Wntw 


T here are only a handful: Leonard Gar- 
ment. James St. Clair. Theodore CH- 
son and a few others. They are law- 
yers who have represented presi- 
dents in tunes of stress or s c a n dal, including 
Watergate and the Iran-Contra affair. They 
know what President Clinton s lawyer. David 
KendalL is going through in the Whitewater 
matter and what pitfalls may lie ahead. 

Though they were reluctant to give advice 
to Kendall or his famous client, a list of do's 
and don't's quickly emerged from interviews 
with them last week. 
a Get print* eoaaaaL 
So far. Clinton gets an “A" for retaining a 
'private lawyer’— Wiffiama & Connolly litiga- 
tor Kendall— to handle questions about his Ar- 
kansas land dealings ui the Whitewater Devel- 
opment Corp. 

"Presidents do not view their . . . staff law- 
yers as lawyers, but as staffers.’ said Gar- 
ment. who served as m-house counsel to Presi- 
dent Richard M. Nixon during Watergate. And 
when you* client ~ the president. Ganw. 
said, "you can t tell the client to show up at 
your office at 2:15." 

Garment said he talked with Nixon about 
getting outside counsel as early as the spring 
of 1973. but Nixon's first choice— then-Secre- 
tary of State William P. Ro ger s -declined the 
job. according to Garment Garment and Fred 
Buzhardt. then general counsel to the Defense 
Department joined to assemble a legal team, 
mostly from within the government 
There are several good reasons whv outside 
counsel is essential. 

White House Counsel Bernard Nussbaum. 
like all White House counsels, represents "the 
uistit u t io" uf the presidency,’ not the presi- 
dent as an individual, said Fred Fielding. White 
House counsel to former president Ronald 
Reagan. The White House counsel “can never 
be giving the president legal advice about 
purely personal issues.’ 

Another lormer White House counsel noted 
that there s n federal law mandating that gov- 
ernment oihcuis. including lawyers, notify the 
Justice Department if. while advising another 
government official they leam of a matter 
that might have criminal consequences. The 
president, like anyone else in government, 
needs outside counsel "to whom he can talk 
freely." this lawyer said. 

■ Protect the office. 

Anything you du c.ni to create precedents 
:or luturc presidents, so it's impossible to >rp- 
irate the person irom the oifice. You have to 
rotect iii>ntution oi the presitiencv .mo 
;;e aoiinv -? »h«* twrson to continue Peine 

president \nd that's tnckv." said Olson. 

who represented Reagan when defense law- 
yers souent the former president s diaries and 
testimony in tne Iran-Contra tnal of Adm. John 
Poindexter. 

Most clients have tune they can give you to 
hdp themselves.'' he said. "But in a sense your 
highest responsibility is to protect the presi- 
dent to go on and do things that the people 
elected hun or her to do." 


■ Speak with one voice. 

Though they were too poine to say so. it's 
obvious Clinton gets an F" on this score. A 
gaggle ot White House staffers has been talk- 
ing to the press, wmle Kendall in true Wil- 
liams & Connolly style, has been speechless. 

Speak through one person, say the experts, 
whether it's the lawver or someone else. 

“Everything you do is potentially subiect to 
a great deal of scrutiny, and you have the re- 
sponsibility to deal wuh the public perception 
of what's being done as well as simpiy the legal 
issues.’ Olson said. 

The lawvers were divided on whether Ken- 
dall should talk to reporters or work through a 
spokesman. Olson said he believes the lawyer 
should take pan m briefing reporters to make 
sure they understand the legal reasoning. 

Ironically. Garment, who is as comfortable 
at a press conference as ui a courtroom, artic- 
ulated the downside of Kendall going public 
"Lawyers are not seen as credible spokesmen 
in this country at this tune." 

Mortenson suggested that the lawyer doesn't 
have to be the persoo giving the answers, but it 
should be "one sookesoerson who has a direct 
line of communication with the lawyer." 

■ Cat oat the middle people. 

In 1974. Nixon finally did retain outside coun- 
sel Boston litigator James St. Clair. But then 
Nixon refused for the most part to deal directly 
with his lawyer. Instead. St Clair and the legal 
team had to deal with Nixon mainly through 
White House Chief of Staff Alexander Haig. 

By the time Nixon resigned, he got it nght 
When white-collar defense specialists Herbert J. 
(Jack) Miller and Sun Mortenson began repre- 
senting Nixon days alter the resignation thev got 
direct access. Mortenson said. 

“Working througn a buffer with a client is ter- 
ribly unsatisfactory. ' >ua Mortenson. "Cut out 

the middle people.' 

■ Stay ia touch with roar eiieaL 
Sound simple? Not when it s the president of 
the United Sutes. 

You don’t "want to wake up some morning and 
find out he is m Egypt." said St. Clair, who re- 
called a tnp Nixon made to the Mkkfle East at 
the height of the Watergate scandal , St. Clair in- 
sisted on knowing "what was gong to happen and 
why and when." so he couid tailor ha work 
schedule around the president's. 

L ihm n— . S«. Clair said Iw mac daily with Haig 
to discuss "what we d say to the press today, 
what should the pr es ided be informed of and 
what the president s response might be on Wa- 
tergate issues. 

Ultimately the president s lawyer a on his 
•wn. and there is no single answer to ail the legal 
ind political dilemmas. 

"This is iree-rorm litigation.' said Garment, 
who described the Whitewater inquiry as “a very 
wesd type of fungus that spreads quickly in a 
hundred differed directions.' 

There are no bnihani warning solutions.’ said 
Lloyd Cutler. White House counsel to former 
p r ea d ed jimmy Carter, if you had ail the expe- 
rience n the world, these are sod very difficult 


ID — 


choices to make." 


Dole Calls for Whitewater Answers 

'Somebody Must Know Something We Don't Know, ’ GOI* Lender So) 
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Political rhetoric on Whitewater-Madison heats up 
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With lim makvis m-i i<i icinnt in 
lawn next wvek. the ilhiiu icsl lie hi 
lUidy will gel meaner, especially 
since the COP intends to push hard 
for tiuuKicssioiial luaruiKS 
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White House Memo 


All Admit. 
Whitewater 
Overtook 
Handlers 


ByGWEN I FILL 

SpMMW II* Ne» Mt Time* 

WASHINGTON. Jan. 15 — Even bv 
its own accounting. (he White House 
handling oi questions about President 
Clinton's Arkansas real estate dealings 
has been a near fiasco. 

For now. Clinton aides sav they have 
stemmed the flood of publicity about 
the role of Bill and Hillary Rodham 
Clinton in the Whitewater Develop- 
ment Company, a real estate invest- 
ment company they formed with the 
owner of a failed Arkansas savings and 
loan. But first the aides had to per- 
suade the Clintons, and their legal ad- 
visers — as well as themselves — (hat 
the only way out was to go along with 
the ruing cry for an independent inves- 
tigation into the matter. 

That took some time, and before the 
drama played out, u featured bouts of 
Presidential tc mper. battles with Con- 
gress and. finally, abrupt capitulation. 

All along, the issue was complicated 
by the involvement of Mrs Clinton, 
who as a uttlc Rock lawyer had repre- 
sented Madison Guaranty Savings and 
Loan, the failed institution owned hv 
James B. McOougal. the Clinton's part- 
ner in Whitewater. 

'Political Reality' 

As a matter of principle and legality, 
the Clintons had insisted that their pri- 
vate financial dealings before Mr. Clin- 
ton assumed the Presidency were not 
i he public's business. 

But some ot the President's political 
advisers watched with dread this week 
as news reports about Whitewater fol- 
lowed him abroad, threatening to 
drown out the themes of international 
stability and sirenuth thev had worked 
so carefully in protect during his 10- 
day trip to Europe and Russia. 

As one White House official said: "At 
some point, the principle of the issue 
got caught up in the political reality. So 
we called the President and talked 
about how lie saw it." 

By announcing the decision to have 
the Attorney General appoint a special 
counsel, aides believe the White House 
— at least for the moment — short- 
rircuucd the debate and perhaps cut 
off the controversy before it began to 
drag Mr. Clinton down in opinion polls. 

"Every innocent little slip or lack of 
complete information was pounced 
on." moaned one White House official. 
"And when you get to that point, vou 
have to lace reality, look for a circuit 
breaker." 

Hillary Clinton's Role 

Mrs. Clinton, who left Washington to 
•uin her husoand in Moscow on I hurs- 
ilav — the uav alter the White House 
.mnouncuU ihc decision to seek a spe- 
< tai counsel — < ••presented her fam- 
ily's interest in determining what the 
■ ircuti breaker would be. aides said. 

But when Mrs. Clinton is involved in 
.my issue, most White House officials 
stand clear. While they acknowledged 
that her chief of stalf. Margaret Wil- 
liams. sal in on damage-control meet- 
ings on the Whitewater affair. Mr. Clin- 
ton's aides wore loath to discuss his 
wife’s role in the discussions. 


Aides wno traveled wun tne Presi- ■ 

dent on Air Puree one this week said were undercut wnen important Dcmo- 
Mr Clinton discussed the Whitewater ertt*. along wun leading newsoaper 
situation wiih his witcbv telephone. but editorials, loineu the call for an mue- 
ihev rot used io provide anv details. pendent invesuuation. 

while i no two were ultimately con- For the White House, me maior con- 
i need that mev nau to appoint a spe- cent was tnat mo issue wnuiu naraivzc 
rut counsel, w-rvune eise at the W hue us stall first, men nrcoccuov memoers 
House moueiu u was oad idea. Ihc of Congress anu move on to distract me 
n resident ocsoiseu tne idea oi appoint- President anu ihc electorate irom me 
inn someone io investigate behavior important issues Mr. Clinton uooeu io 
mat not even ms worst enemies would focus on. providina universal heaitn 
claim as criminal, aides said. Mrs. care coverage anu curbing crime. 
Clinton resisted the idea for similar "1 mean. I guess the media s been 
reasons and Bernard W Nussbaum. obsessed wuh this. ' Mr. Clinton said 
the White House counsel, supported last week in an interview on ABC 
their contention. News' "Nightlme. ' "Rut u never 

But aides who had studied President crosses mv mind. 

Jimmy Carter s handling of a Federal i over m Europc aS was 

investigation e v denced by Mr. Clinton himself, when 

business concluded that a special coun e snatchc d off his microphone ana 

sel was me best tactic : for putungthe interview with Jim 

affair to rest. The Carter "JW; ^ an ^BC reporter, wno 

which took seven months, found no i M*kla»ew a Whitewater ques- 
evidence whatsoever ' that bank loans i had as*ed ^un two wnuew 
were diverted to Mr. Carter's 1976 I lions »n a row. 

Presidential campaign. Asked about ihe encounter the nexi 

The stubborn and unpleasant White- • | j a y , n another television uttervtcw. M r 
water venture has plagued the Clintons I Clinton said he had been misled abou' 
for nearlv two vears. Questions about , he topic 0 f me interview ana saihhi 
their investment in what was to have W as ure d as well as preoccupied wilt 
been a 200-acre retirement community lh e tasks at hand, 
m the Ozarks first “There's no point in going into i 
1992 Presidential Low. " he added. "I don't have to tall 

mem for a short white and L 1 ^ 1 Jear «b«u» « more." 

New auestions arose late last \ 
when it was disclosed, months aiter the 
fact that White House officials had. 


removed Whitewater files from the of- 
fices of Vincent W. Foster Jr., the 
White House deputy counsel and for- 
mer law partner of Mrs. Clinton, short- 
ly after he killed himself In July. 

1 White House officials began to real- 

mey had lost tneir grip over uie . 
latest :wists practically at tne »uua«ot 
me New Year. 

George Stcphanopoulos. ihe Presi- 1 
dent's senior adviser, returned to I 
Washington fresh from a ski holiday I 
Jhd declared on television that all of 
the pertinent papers in the matter had I 
been turned over to the Justice Depart- 
ment. which was investigating Madi- 
son Guaranty and its dealings with 

Whitewater. 

But Mr. Stephanopoulos s remarks 
were premature at best and mislead- 
ing at worst : no papers had been deliv- 
ered. Dee Dee Myers, me While House 
press secretary, spent the bulk of her 
first news briefing of me New Year 
correcting Mr. Sicphanupoputos's mis- 
impression. Mark D. Gearan. ihc com- 
munications director, later devoted 
even more time to explaining whv ihe 
While House had (ailed io noic lhai the 
papers were being turned over io the 
Justice Department |ust in ume to 
avoid u subpoena. 

Still later, it emerged that the Clin- 
tons had taken steps to make sure that 

I ihe information would be subpoenaed. 
. ...a .k^Mwl (ram the nubltc and 


j the news media. 

Fears of Paralysis 

i When Mr. Clinton's mother died un- 
icxpectedlv just before his European 
imp. and the President traveled to Ar- 
kansas for the funeral. While House 
{aides expected that the Whitewater 
'drumbeat would stop. Ilicv were 
wrong. 

once the White House hnd bccun to 
Jisscmole on me details oi me While- 
water deal. Republicans immediately 
. raised questions. White House cl forts 
to label the attack as a partisan assault 
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Two S.& L. 
Indictments 

PHOENIX. Jan. 16 (AP) — A 
mer president of the Western Savi 
and Loan Association. Gary Oru 
and another former executive ot 
savings institution have been mdic 
on fraud. • onspiraev and oi 

• barges stemming from tfesiei 
1989 collapse. 

The indicimcm of Mr. Driggs. 5: 
Paradise Valiev was announced 
Chursdav hv the United Slates At 
nev's Office in Phoenix, i hc mu 
mem also namcdTimoihv Wricht. 

• •i Phoenix, who was manager 
Western s real estate anu mvcsim 
division at the nme of ihc coilaos 

Western, once Arizona s sect 
largest savings institution, was set 
by Federal regulators on June 
1989. At the lime, officials estima 
•he bailout would cost taxpayers : 
billion. 

Mr. Driggs. who ran the institui 
with his brother. John Drtggs. foi 
vears. is charged with 25 counts 
conspiracy, misapplication of fur 
making false statements to a rcgi 
tory agenev. wire fraud and finam 
institution fraud. 

Mr. Wright is charged with 

• nunis of rnnspiracv. misaopneat 
. it funds, making false statement: 
i regulator v auenev anu imancia: 
ntution irauu. 
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Clinton Era Conspiracies! 

Ifm (Jennifer Flowers on the Grassy Knoll? ftobably Not. but 
Here Are Some Other Bizarre Theories for a New Political Age 


c' i ) : 


By Kenn Thomas 

"As a teenager i heard John Kennedy 's summons to 
atissnship. And then, as a student at Georgetown. I 
heard that call clarified by a professor named Carroll 
Quigley, who said to us that America was the greatest na- 
tion m history because our people have always believed 
two things: that tomorrow can be belter than today, and 
that every one of us has a personal, moral responsibility 
tomahsttso." 


T O MOST of those who watched the Arkansas gov- 
ernor accept his party's nomnation for the presides 
JL cy. iic« words had no specu! reasons"*-* herert* 
thmr tone. But for the nationwide networks of 

nwrrhrn who probe the tangled webs of intrigue, the 
words marked the dawn of a new age of conspiracy theory, 
one that may do for the ’90s what the JFK assassination and 
the Trilateral Comnusstoo did lor eras past 
Carroll Quigley, the Georgetown University professor 
whoK memory was invoked by Clinton, had already been 
flagged by conspiracy theonsts as one of thar own. a theore- 
tKon of the one-world secret cabaL A respected academi- 
cian. Quigley authored a 1966 book. ‘Tragedy and Hope: A 
History of the World in Our Time.’* that has long been re- 
garded by nght-wmgers (even ated m televangelist Pat Rob- , 
ertson s books) as a codex to the hidden ambitions of those 
generally wed-reg ar de d pillars of the foreign policy establish- 
ment. the Trilateral Commission and the Council on Foreign 
Relations. By invoking Quigley. Clinton had virtually tele- 
graphed to the conspiratorial cognoscenti a signal to start 
massaging its database. 

Response to that signal was impressive. With three years 
left in Clinton s term, conspiracy researchers have found 
enough raw material to keep themselves busv well into his 
second term— (hat is. if his secret masters deem he will 


THE FOSTER DEATH 


The suicide of Vincent Foster last July left a conspiratorial 
quagmire. The circumstances of the death, a wound inflicted 
by an antique gun. were qtnddy overshadowed by questions 
of motive. Was. some asked. Foster driven to such an ex- 
treme by an aspect of his involvement with the Rose law 
firm m Little Rock in which Hillary Clinton was a partner.' 
Was there a connection with the Whitewater Development 
Carp* real estate partnership whose files were, it was subse- 
quently revealed, removed from Foster’s office shortly after 
ha death? The extent of any financial impropriety remans to 
be seen, but the conspiracy null already has attached the 
scandal to mtemauonai murder plots and long-standing con- 
n? rt*"Tw *-**—*n Clinton. George Bush and the Atlanta 
- JL Jis Italian stats bank. Banca Naaonaie del Lavaro 
(BNLX 

Researcher Sherman Skobuch. who has been prominent 
in conspiratorial ardes since Watergate, insists Foster died 
trying to prevent a CIA-aided assassination of Saddam Hus- 
sen m July. Such a plot, but not a supposed Foster connec- 
tion, was later reported upon m the London Sunday Times. 
Foster did not attempt to do this out of love for Saddam or 
even to make tomorrow better than today, according to 
Skotaick’s scenario. He did it to prevent Saddam's half- 
brother from releasing bank records revealing Clinton and 
Bush involvement with BNL. 

An official of the Atlanta branch of BNL. Christopher Dro- 
gouL was recently sentenced for laundering money used in 
Saddam s buildup before the Gulf War. But the bank was al- 
so fingered as a presence m the JFK assassination in a 23- 
year-old document that makes a senes of extraordinary 
claims — so extraordinary that it is controversial even m con- 
spiracy circles. Known as the Torbitt Document, it claimed 
in 1970 that BNL had financed training of the hit team used 
against Kennedy. A connection had been made between the 
labyrinth of the JFK assassination and the burgeoning Clin- 


No question, the conspiracy research community — a 
looac collegium of competing schools of conjecture, unbound 
by the normal constraints of academic or pumaiisOc verifica- 
tion or disproof — needed the feast set before it by the Clin- 
ton adznsustzation. The 30th anniversary of JFK’s death had 
ptf -*- while the staid Wall Street journal was characteriz- 
ing JFK researchers as pnmitnreiv malicious, no less a hip 
source than “DoonesburV creator Garry T rudeau lambasted 
them in the funny pages. Ex-CIA chief George Bush had 
been ousted from the Oval Office: such Reagan offenses as 
■he October Surprise seemed like ancient history. Some- 
huig new was deariv indicated. Make wnat vou want of it 
oil but here s a look at some of the main stranas m Clinton- 
lge conspiracy dunking: . . , 


In the end. SkoJmck is not dear on what kept Foster from 
m^ang the fateful appointment that was to bkxk the pkx. or 
how the plot failed anyway. He also asserts, however, that 
former FBI director William Sessions was removed for 
something related to the Clinton-Bush-BNL connection and 
that Foster was actually a victim of an assassination team 
from Germany. 

If indeed Clinton is as immersed in these piots. counter- 
plots and various intrigues as some of the researeners sug- 
gest. the need for the kind of moral certitude he ascribed to 
Carroll Quigley seems obvious. The president will also be 
hard presseu to luid time tor r worming neauh care, never 
mind NATO. 


- \r\ — 
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‘"" 1 MARY McCRORY r 

Whitewater 

Runs 

Shallow 

O F ALL the bad ideas that 

came out this past week, the 
worst was Sen. Bob Dole's 
request for a joint congressional 
inquiry on Whitewater. 

The answer should be no. 

First ocf. we can't afford it. either 
the tune or the money. The joint 
congressional inquiry into the 
Iran-contra affair cost $36 million 
and took seven years. And we still do 
not have the whole story. The 
stonewalling that began when the 
story of arms-for-hostages broke in a 
Beirut new spa per on Nov. 4. 

1986— Ronald Reagan called it 
"without foundation" — continues to 
this day. Reagan's p res e nt lawyer. 
Theodore O' ion. has been righting to 
protect his client from the 
consequences of his foolish actions. 
The final report, which Specal 
Prosecutor Lawrence E. Walsh 
submitted last Aug. 7. is still to be 
, idtased. Perhaps we should wait for 
this last bit of business before v.\. 
embark again. 

Certainly we can understand how 
tempted Dole must be. It is a chance 
to dis cre di t s popular Democratic 
presi den t . Not only that, he could 
bringdown Hillary Rodham Clinton 
from her high perch. Hillary Clinton 
drives Republicans craxy. She is no 
end an uppity feminist. On organizing 
a program kke health care, she can 
lick any man m the house- or the 

Dole, it should be understood, was 
adamantly opposed to renewing the 
s pecial counsel law. Walsh was for 

years a favorite Republican 
whipping-boy. useful in direct-mail 
fundraising. But now specal counsel 
is not enough for the Kansas 
Republican. He would repeat the 
appalling fiasco of the select 
committee that revealed so tittle 
about the Iran-contra scandal and so 
much about Congress s ability to be 
I fat-headed, faint-hearted and 
| redundant. 


Everytnine the committee did 
! was wrong. but most wrong was its 
I pre-hearing decision to avoid 
impeachment ot Ronald Reagan, no 
■natter wnere tne evidence iea. 

Thus hoooiea. ana press urea ov its 
•^Ji-unposea deadlines, it iurenea 
| into its fatal indulgence ot Oliver 
North. Spooked bv his unnorm. tne 
| members allowed North to quaver 
J and blink tus way into celebrity. Sen. 
1 Omn Hatch (R-Utah). an unlading 
| source ot' bad ideas, kept asking the 
president to pardon him. Rep. Jack 
Brooks (D-Tex.) suggested North 
be subpoenaed. If he resisted, a year 
in pad might focus ha mind. Brooks 
was ignored. North testified on his 
own terms, maksig prosecution all 
but impossible. Because of 
congressional stupidity, he went on 
to become a millionaire and a 
candidate for the U.S. Senate. 

Let’s say no to Sen. Dole. 

Does Dole have dreams of 
impeaching Bdl Clinton? Do any of 
the Whitewater accusations reach 
the level of “high dimes and 
muric mcinoi's" charged agamy 
Richard Nixon n office or the 

constitutional mayhem of Ronald 

Reagan? 

That is not to say that public 
hearings ought not be diverting. 
Maybe not so riming as the Bobbitt 
saga, but Lorena s famous botHob 
Hm iwNips been siuhaentiv noted.. 

1 do not need any more 

I embarrassing lessons about the 
national tabknd mentality. Some 
kind of a low was reached last week 


Imagine if Zubin 
Mehta were called 
to introduce a 
little majesty into 
the proceedings 
and could be 
persuaded to 
conduct his 
magnificent 
“Harold In Italy'' 

when we saw NBC anchorman Tom 
Brokaw. ail bundled up m Red 
Square and pretending to be at the 
epice n ter of world news, bringing on 
a long Lorena segment from 
Manassas. What happened when 
CNN paused in its coverage of the 
Bobbitts to onng to viewers a 
mstonc moment in Kiev wnere 
Clinton ana Ukrainian leaders were 


bringing about nuciear 
disarmament.' Scores ot incensed 
isteners called to orotest the 
nterrupuon oi Lorena s lament. 

Whitewater neanngs would, it is 
rue. oner interesting pnaahiiiH— 
fhe president mignt volunteer to be 
,i witness. He is muen at home m 
me conxessional moae. Hillary 
Clinton, who does not suiter fools 
gladly, pemaps had better not 
■ippear. But the supporting cast is 
promising. James McDougai. owner 
of the failed Madison Guaranty 
5&L sounds like a genial good at’ 
boy. a reliable source of Ariae 
charm. His estranged woe. Susan, is 
even more mtngumg. She is being 
:.ued bv a former employer, the wife 
of symphony conductor Zubin 
Mehta, whose personal bookkeeper 
she was. Imagine if Zubin Mehta 
were called to introduce a little 
majesty into the proceedings. 
Imagine, further, if he had the 
i ns pi ra tion to bring ha orchestra 
with him and could be persuaded to 
conduct his magnificent “Harold In 
Italy." It is an intoxicating prospe ct , 
and hearing that muse would pustky 
the bother of the hearings and bring 
perspective to the Caucus Roam. 

But we ail have better thmgs to 
da Things hke health care reform 
and welfare reform and improving 
and extending Head Stan and 
leaning to live together. A soreiaJ 
pr O SCC U TOr *«*•» > -thr inw 

On a congressional inquiry. 

Congress should take its cue from 
Nancy Reagan, wife of the subject of 
the expensive and eternal attempt 
to find out what Ronald Reagan did 
and when he did it: Just say no. 
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Ex-Clinton aide ready 
to talk about S&L deal 


•SSOCIATEO PBFSS 

Tormer t'linton aide Betsev 
Wright savs tnc FBI wants to talk to 
her about President Clintons in- 
volvement in a tailed real estate ven- 
ture and his ties to a tailed Arkansas 
savuurs and loan when he was gover- 
nor. 

This is not a surprise.’ Miss 
Wiight said in an interview. I ex- 
pect to provide any information 1 
can." 

Miss Wright, who was Mr. Clin- 
tons gubernatorial chief of stall, 
said the FBI notified her last week 
she would be served with a grand 
jury subpoena. However, it later told 
her the subpoena had been with- 
drawn for the time being, possibly 
because Attorney General Janet 
Reno has not yet appointed a special 

Investigators are trying to deter- 
mine whether funds from Madison 
Guaranty Savings & Loan were di- 
verted to help retire Me Clintons 
1984 gubernatorial campaign debt 


Miss Wright attended a 1985 fund- 
• uiser try Madison operator James 
McOougai. Mr. McDougai said he 
*;ave Miss Wnght =>35.000 in checks 
:o help runay a debt Mr. Clinton in- 
curred when ne bo r ro w ed S50.000 
t rora a bank tor his own campaign. 

Miss Wnght is a consultant with 
Wexier Group, a Washington iobby- 
.ngfirtn. 

The Los Angeles Times reported I 
yesterday that Miss Wright in an- i 
ticipauon of the subpoena, had I 
moved several boxes of documents i 
from her office to her Washington i 
home, where she planned to sort i 
through them this weekend. 

Investigators also are trying to de- j 
termrne whether depositors’ money | 
was diverted illegally from Madison, i 
which failed in 1989, to the White- i 
water Development Corpse planned I 
vacation-home project in Arkansas i 
co-owncd by Mr. Clinton. Mr. t 
McDougai and their wives. I 

The Clintons say they lost S68£00 I 
on the Whitewater investment and 
have done nothing wrong. 


American Banker 
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OCC Postpones Use of Fake Applicants 
For Testing Loan Discrimination at Banks 


By BARBARA A. REHM 

WASHINGTON — Wide- 
spread testing of national banks 
for lending discrimination will 
be delayed about a year while 
the Comptroller of the Curren- 
cy’s office grapples with how to 
structure the program. 

Testers posing as loan appli- 
cants will not start showing up 
in bank lobbies until early 1995. 
the Comptroller’s office said 
Friday. 

The main source of delay: The 
agency cannot decide how best 
to test for discrimination. 

The Comptroller’s office has 
been getting conflicting advice 
tram testing experts. Some be- 
lieve the testers hired to imper- 
sonate customers should know 
up front that they are being sent 
into banks to find out if lenders 
discriminate. 

Other people have advocated 
blind tests, advising the agency 
to hire testers who do not know 
! why they are going into banks. 

I Testers would be asked a se- 


ries of questions following en- 
counters with bank loan officers. 

‘WeWanttoGet It Right' 
Agency spokeswoman Lee 
Cross defended the painstaking 
process. “This kind of testing 


The agency has 
been getting 
conflicting advice. 


has never been done and we 
want to get it right.” she said. 

The other big problem facing 
the Comptroller’s office is the 
arduous government contract- 
ing process. Once tne agency de- 
cides how to conduct the testing, 
it could take nine months to hire 
firms to do the work. 

“Until we know what ap- 
proach we’ll be taking, we can t 
even put out a request for a pro- 
posal.” Ms. Cross explained. 

Comptroller Eugene A. Lud- 
wig shocked the banking indus- 
try May 5 with his decision to 


send testers into institutions to 
root out lending bias. At the 
time, he said that testing would 
begin in early 1994. 

But white widespread testing 
is being postponed, the agency is 
getting ready to begin four to six 
pilot testing programs. 

Won’t Provide Details 

The Comptroller’s office is re- 
fusing to give out any specifics 
on the pilots. 

“We’re very reluctant to pro- 
vide any details about this until 
we’ve got the pilots completed.” 
Ms. Cross said. 

“We don’t want to tip anyone 
off.” 

Because it is illegal to turn in a 
false mortgage application, 
banks will be tested on their pre- 
application behavior, such as 
how much coaching a loan offi- 
cer provides a potential bor- 
rower. 

The Federal Reserve Board 
has said it will’ not test state 
banks that are members of the 
Fed system. The Federal Depos- 
it Insurance Corp. is still study- 
ing the issue. □ 


-Hi- 


A?ni 




2869 


Los Angeles Times 
January L6. i994 


Whitewater: When Scandal 
Seems as Stylized as Kabuki 


■ Politics: Washington has 
shifted into damage-control 
high gear. But can anyone 
identify what is wrong? Or is 
this smoking gun just smoke? 

By SuzamM Garment 

I WAtHINCTC?! 

ct One of the Whitewater scandal 
ended last week on a disorderly note. 
President Bill Clinton, in the midst of 
his Eastern European trip, suddenly 
decided to accept political reality 
and ask the attorney general to 
appoint a special counsel to conduct 
an inquiry. At the same time, in an 
attempt to escalate, hostilities. Senate 
Republican leader Bob Dole charged that 
Congress' regular Democratic leadership 
could not be trusted to probe the mess and 
called for the establishment of special 
Senate and House committees. But the 
President's announcement stepped all 
iver Dole's lines. Congressional Demo- 
crats. gratefully seizing on the President's 

Sitaanne (torment, a contnbutmq editor to 
Opinion, is a resident scholar at the 
American Enterprise Institute. She is the 
author of ‘Scandal- The Culture of Mistrust 
in American Politics’ f Times Books 1 . 


surrender, stoutly resisted the Republi- 
can call for Iran -Contra-style hearings. 

So Clinton did a prudent thing. But 
from a scientific point of view, his an- 
nouncement was too bad. because the 
Washington community was on the verge 
of acung out the following thought exper- 
iment: If in today’s Andy Warhol world 
you can now be famous for being famous, 
can you be guilty bc»rg thought 
guilty? Row far car. ihc scandal process 
go before someone finally has to «av jus* 
what the accused official is guilty of? 

Our political scandals have now become 
as stylized as Kabuki. There is the 
character of the High Official, brought 
low by long-ago sins. The Opposition 
Leader, pressing the scandal forward as 
far and fast as possible. The inquiring 
Journalist, nobly enraged by lack of 
access to documents. The smooth Damage 
Controller. The Shadv Character from the 
High Official's past. 

Have we gotten so good that we no 
longer need any substantive information 
to keep the drama going? The Whitewa- 
ter dance was on the verge of supplying 
some answers to this question. 

As of a month ago. what we generally 
knew about Whitewater was that: (a) the 
First Couple had some savmgs-and-loan 
connections that could signify cither foul 
crimes or just garden -variety Southern 
friends-and-ncighbors politics: (b) a lot 



lMMSKOTT / krflwTimr 


of papers were missing, and (c) a close 
Clinton aide in the White House hac 
committed a surprising suiode severs 
months before. 

This was not a whole lot— and not 
much more of a fundamental nature haz 
emerged since then. Instead, the current 
scandal burst upon us for reasons that 
were formal ana technical. 

First, in late December it became public 
that after Vincent W. Foster Jr.'s death, 
papers in his office concerning the Clin- 
tons' personal business affairs had not 
been given to investigators. Thus, the 
charge of cover-up— which, in turn, was 
taken to imply that there must oc some- 
thing to hide. 

Next, the media community had just 
been jolted by the trooper srandal. in 
which Arkansas police gave details of the 

Please see SCANDAL. 
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Scandal 

CmOmm 4 f nai 2Z 

President's past sexual exploits during his 

days as governor. 

Since the late 1900s. opinion -makers 
had grown increasingly queasy about 
their role in spreading such tales. And if 
there was any sex scandal to upset the 
faint of stomach, it was the trooper 
stones: They described highly private 
behavior, most already known in outline 
to the electorate that voted Clinton into 
the p r esidency in 1991 

By contrast, over there, shimmering on 
the horizon. was the aptiy named White- 
water scandaL a nice, clean scandaL fit for 
prime-time and family newspapers. By 
pursuing Whitewater, you could avert 
your eyes from the troopers' tales, yet 
show vou were not a Clinton patsy. Thus, 
the burst of media enthusiasm for James 
a McOougal and his Madison Guaranty 
Savings and Loan was. in part, a greet, 
windy sigh of relief. 

j So here we were, in the Washington 
1 political audience, with our newly inten- 
I sifted interest in— well, we sull didn't 
! know exactly v-hat. But tne Clintons. 

• bless them, kept us going with their 
not-atyptcai evasiveness and their inex- 
plicable insistence that Whitewater fell 
inside some sacrosanct "zone of privacy" 
i where the press had no right to tread. 
This claim had approximately the same 
effect as stamping a document "Top 
S ec r et Unbelievably Claasified One Eye 
Only." Media enthusiasm was sustained. 

[f everyone had continued to play his or 
her role as written, the next steps might 
have gone like this: Dole calls for select 
committee to investigate Whitewater. 
Committee appointed. Editorial opinion 
massively in favor of independent inves- 
tigation. Congress quickly rcauthonses 
independent counsel. Independent coun- 
sel appointed. Independent counsel in 
clash with committee over issues of 
subpoenas, witness immunity. Reporter 
from Arkansas Stiletto finds witness al- 
leging he saw Mrs. C. receiving cash in 
brown paper bags. Witness testifies. In- 
surance. pharmaceutical industries attack 
First Lady as profiteer. Whitewater 
documents turn up in abandoned car in 
Little Rock parking lot. 

OK. this teammewhat fanciful verm 
of the future— but not by much. Mom 


Americans sull do not care muen about 
Whitewater, any more than they cared 
about those shocked Arkansas troopers. 
Yet among the chattering classes, the 
Clintons are profoundly vulnerable. 

In his case, deep doubts persist about 
whether he is a President— strong, suble. 
and capable— or an amiable kid. 

In her case, the situation is more 
poisonous. Hillary Rodham Clinton has 
become, for reasons not all of her own 
making, a dramatically polarizing public 
figure. She has many admirers. But her i 
enemies are bitter. One measure of this is l 
the gleeful snickering you hear around I 
Washington as it becomes clearer that I 
she. rather than her husband, played the 
major rote in the couple's relationship 
with Madison Guaranty. 

Than are the sons of people who Ue in 
watt. So perhaps it is not so surprising 
that in the Whitewater matter, a modest 
tendril of s c a n dal smoke quickly turned 
into the monster blan that ate Oakland. 

StilL the rapid development of this 
scandal tells as much about our system of 
si it dote about 
the Clintons. We simply do not need much 
fuel any more to get mmim going. 
With Juk a email piece at encouragement, 
we are capable of attaining critical uiasa 
and becoming self-sustaining in our pro- 
duction of scandal energy. 

For the moment. Clinton has pulled the 
rods out of the reactor. His acceptance of 
a special prosecutor has heartened his 
own party. It gives his people another 
justification for not making the Whitewa- 
ter documents more pubUe. The special 
prosecutor's scope and reporting require- 
ments are not dear and may be subject to 
negotiation. The investigation will drive 
the case underground for some period of 
time. 

But the President's reprieve can oniy 
be contingent and temporary. Rep. Jim 
Leach ( ( R-lowa ). who has been pursuing 
the Madison matter, is fighting with the 
Office of Thrift Supervision about access 
to that agency's documents. At the Office 
of Professional Responsibility, the inves- 
tigation into Foster's death is, as they say. 
widening. The Federal Deposit Insurance 
Cocp. is investigating Hillary Clintons 
law firm to see whether she and her 
colleagues misled regulators. 

Washington has never given a desrer 
d em o ns t rati on of the fact that it is an 
exceedingly dangerous place. Q 
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White House Sends Five More Boxes 
On Whitewater to Attorney General 


By Dan Balz ana Susan achmidi 

»i«Mn O-i SUM Wmm 


Five more boxes of Presioent elm* 
ton's and Hillary Rodham Clinton s 
records detailing their investment m 
an- Arkansas land development linn 
were turned over to the Justice De- 
partment vesterday. Clinton pledged 
on Dec. 23 to give the department all 
of the couple's files on the matter. 

The documents arrived at the Jus- 
tice Department before Attorney 
General Janet Reno had a chance to 
appoint a special counsel to investi- 
gate the Clintons' involvement in the 
Whitewater Development Corp. Re- 
no. who was traveling out of town 
yesterday, was said by a department 
spokesman to be reviewing possible 
candMlates. 

In a related development, the pres- 
ident of a small Arkansas bank that 
loaned money to Clinton s guberna- 
tonal campaigns and to the land de- 
velopment company confirmed that 
he had receivea a subpoena weanes- 
day from the FBI for bank records. 
And Betsey Wright, who was Clin- 
ton's chief of staff when he was Ar- 
kansas governor, told the Los Ange- 
les Times that the FBI had notified 
her that she would be subpoenaed. 

Wright told the newspaper that in 
anticipation of the subpoena she had 
moved several boxes of documents 
from her office to her home so she 
could sort througn the material this 
weekend. 

The Clintons personal records 
were turned over to the Justice De- 
partment several davs ahead of 
schedule by David £. Kendall, the 
Clintons personal attorney, accord- 
ing to a statement issued bv White 
House senior adviser Bruce Lmdsev. 

Five other boxes of documents 
were sent to Justice Department of- 
ficials last week. They were sub- 
mitted under terms of a subpoena 
negotiated between the Justice De- 
partment and the White House de- 
signed to prevent the records from 
being released publicly. 

Lindsey said the records include 
duplicates or triplicates of relevant 
documents, work sheets, records 
from an inquiry conducted during the 
1992 camoaign by a Denver lawver 
hired bv tne Clintons ana omer cam- 
paign documents and news meow 
inquiries aoout Whitewater from me 
campaign. 

Lindsey estimated that of the 10 
boxes delivered, actual financial rec- 
ords on Whitewater account lor 



BRUCE LINDSEY 

... "Jflor or las' of financial rKOrxis 


probabiv a box or Jess." although ne 
aid they were not sequestered in 
one carton. 

Clinton agreed Wednesday to calls 
for a special counsel in the matter, 
and a Justice Department spokesman 
said yesterday the special counsel 
could be appointed soon. The coun- 
sel's investigation will cover White- 
water ana possibly its links to a failed 
msitution. Madison Guaranty Savings 
& Loan, that was owned bv James 
McDougal. who with his ex-wife was 
the Clintons business partner in 
Whitewater. 

Among the questions about Mad- 
ison is whether it funneled money 
improperly to a Clinton gubernatorial 
campaign. 

Leon Foust, president of First 
Bank of Arkansas, formerly the Bank 
of Cherry Valiev, confirmed vester- 
day that he has received three sub- 
poenas from the FBI since Decem- 
ber. Foust, who touted the bank last 
year, said he has not been able to 
provide everything sought in the first 
two subpoenas, borne mid-1980s rec- 
ords are available on microfilm, he 
said, but others have been discarded. 

Clinton look out a personal loan for 

$50,000 from the Bank oi Cherrv 
Valiev to put into his 1984 guberna- 
torial reetection campaign. At the 
time, me oank was ownea bv Mau- 
•:ce bmitn. a Clinton campaign n- 
-.nnce mticiai. About >30.000 oi that 
debt was repaid from monev raiseo 
bv McDougal at an Apnl 1985 fund- 
raiser held at the Madison >&L. 

Sources said investigators have 


been trying to determine whether 
monev contributed to the campaign 
at that event was improperly di- 
verted from reai estate and other 
loans made to Madison borrowers, or 
was drawn on overdrawn accounts 
with the approval of bank officials. 
Federal officials nave a handful of 
$3,000 cashier s checks contributed 
to Clinton at the iund-raiser. amounts 
that may have exceeded the >1.500 
per election limit. 

At least one ot the known >3.000 
contributors, the son ot a Madison 
director, said he made no such con- 
tribution and knew nothing about a 
fund-raiser. 

Clinton campaign aides said they 
are dismayed if illegal contributions 
were made but that the candidate 
would have had no way of knowing 
the source of the money given him. 
The list of contributors has disap- 
peared. and Wright has said she does 
not know what became of it. 

'nvesogrr- rl are interested in 
•rf-ut* lecoifL iT the former Cherry 
Valley bank to see who benefited 
from a number of checks written on 
the Whitewater account at Madison. 
Those cnecks were sent to the Bank 
of Cherry Valley — to pay on at least 
two separate loans, sources said. In 
the latter half of 1984 and the first 
pan of 1985. for example, three 
checks totaling more than $15,000 
went trom the Whitewater account to 
pay off loans at Cherry Valiev. 

Clinton aides and McDougai sav 
there was one loan at the Cherry Val- 
ley bank related to their purchase of 
Whitewater land. Smith also said 
there was just one Whitewater loan 
at his former bank and that it and 
Clinton's campaign loan were repaid. 

Also yesterday, an official of the 
Federal Deposit insurance Corp. toid 
Reuter news service that the agenev 
expects to conclude its examination 
soon of whether Hillary Clinton s tor- 
mer law firm misled the agency about 
its ties to Madison. 

The Rose law firm was hired bv 
the FDIC after the government took 
over Madison to nelp ui a suit involv- 
ing the institution. Hillarv Uinton 
had previously represented Madison 
before Arkansas oank regulators. 

Meanwnile. i louse Banking Com- 
nutee Chairman rienrv U. Gonzaiez 

• D-Tex.i gruogingiv approvea ncai- 
::onai monev lor a Kepuoiican stall 
-tuav ot the Madison matter, i'lie : 
monev was requested bv Kep. Jim • 
Leach (R-lowai. wno has called for a 

• ongresstonai investigation. 
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THE UNFOLDING OF WHITEWATER 

1S23 

M— utter— T ftiH OMm Hniarv Rodham Clinton ana 
•nenas James ana Susan McOougal oorrow S203.000 to ourcnase 
230 acres ror a development called Whitewater Estates. 


...UsliUI 

lOirail, wtm Mmi briefly as Gov. Clinton's economic development 
dimeter, quits government to buy a small bank in Kingston. Ark. 
He loans $30,000 to Hillary Clinton to build a model house on a 
Whitewater tot. Payments on the personal loan sometimes are 
made by the land c o rpor a tion, an arrangement that eventually 
causes tax otobiems lor the Clintons. For McOougal. the loan to 
Hktary Clinton lets him avoid the appearance of lending money 
to his own company. Clinton loses reflection bid. 


wma 

Cttatan w ra ■ ned—S wm as governor. McOougal buys a rural savings 
and loan in Woodruff County, and renames it Madison Guaranty. 




Oteteab—Wncee— atmte—r Martin Jackson tells the governor he in 
warned beca use McOougafs Kingston bank is making too many 
loam outside Ns nnt semen ana. including the $30,000 loan to 
HUtery Clinton. Madison opane a Little Rock office. 


1EE*1 

Fadmalmeatotaracribdra Madman's speculative land deals, insider* 
lending, and hefty commissions paid to the McOougais and others. 
Late in the year, regulators demand tne thrift develop a plan to 
raraa more capital. 

WMtenator, overdraw tela chraUpgaramart at Madison, makes 
payments on two different loans at the Sank of Cherry Valley, 
though the company only took out one loan. 

Ototooteieteeeted in the fall. Late in the campaign, he takes out a 
$50,000 personal loan— from the Bank of Cherry Valley— and 
puts it into his mel ec b o n fund. 

. . — 

htewkCtehamotete Beverty Bassett Schaffer as twad of the 
. State Securities Commissioaf'Sha previously had worked lor a law 
firm that r e p res en ted Madison.^- . 
to BpB, Jrama IteB— d ilrra to tost Law Firm for a $2.000-a- 
month retainer. Hillaiy CRntoo helps prepere a proposal tor a 
novel stock sale to help Madison meet federal regulatory require- 
ments. Approval is swift, though the sale is never carried out. 
/Urate Aprfl. Mdta—U ra— » a fund-raiser to help Bill Clinton pay 
off the $50,000 debt owed to the Bank of Cherry Valley. The event 
raises $30,000. Federal investi gato r s are trying to determine 
whether some of the money may have come directly from Madoon 
rather than from legibRiate ca m paign donations, 
to Iter. UMto— tor irite its remaining lots to one of McOougafs 
business partners lor around $60,000. 


JEM “ 

Federal eMctoto tea— another scathing report on Madison. That spring. 
Susan McOougal borrows $300,000 from a finance company owned 
r.y little Rock Judge Oavid Hale ana funaea ov tne Small Business 
Administration to neio disaovamageo companies, maictea seven 
,tan later tor aefrauamg tne SBA in an unrelated transaction. Hale 
alleged that Clinton and McOougal pressured him to maw wnat they 
knew to oe an improper loan Beca use they neeoed funds for Madison. 
Clinton and McOougal have denied the charge, 
later to toe yeer. McOougal is removed from the thrift under federal 


EE3 

la an apprant attempt to dear up Whitewater's affairs. Hillary 
Clinton asks McOougal tor a power of attorney. The White Hou*. 
says it was not granted. McOougal savs ne had already smooec 
W h itew at er s recoros to the governors mansion. 


BEg 

■dtoea, mflepaa under the suoervtsion of federal officials, is officially 
taken over Oy regulators. Losses wiN eventually total as much as $€ 
million. McOougal is indicted for bank fraud. Despite possioie 

conflicts with its previous wont, the Rose firm is hired by the fadera 

goramment to re p r esent g in a lawsuit against the S&L's a cc o u nt a n t 


Ikisiia 


ion bank fraud charges. 


BSI 

to Mtedp to e Itew Ve it Item s questions whether McOougal ‘‘earned* flu 
Clintons m the m vestment by providing more money than fits part* 
nera. and whether McOougal received lax regulatory treatment f r om 
the Clinton adm in i s tr a tion. Denver lawyer James Lyons is asked by 
the Clinton president ia l campaign to reconstruct Whitewaters books 
The report savs the Clintons lost $68,900 in the deal, but released 
no backup documents. When the Clintons sow their interest w the 

company back to McOougal. they claimed no losses on ttrar taxes. 

AstoeNammtaretodknappraaahM, the Resolution Trust Corp. urges 
the Justice Oepument to open another cn mmal invesogtoon of 
Madison, and focus on the trait of money from the thrift to other 
McOougal companies, including Whitewater. No action is taken. 



V'\;. 


BEST 


ellenof White Houra deputy counsel Vincent Faster, 
i of overdue Whitewater taxra are filed. The returns 
baste findingi of the report Lyons issued during the 


teltey, FratereramriteateMi on the ame day federal officiate obtair 
a search warrant for a raid on David Hale's Little Rock office as 
part of an investigatten into SBA fraud. White Houra aides enter 
Poutort office and ramwe flies pertaining to Whitewater, though 
that tact is not actoiowtedged until late In the year as the Justice 
Department retraces the sutexte tavesbgabon. 


IMS arah toft. Alton— Paula Casey, a farmer law student ot 
Clinton's, refects the RTCS original criminai reterrat. Mea n w h ile 
RTC officials prepara a more detailed referral, again mentioning 
the Clintons n possible beneficanes of banking practices that lea 
to Madison's collapse. Casey recuses herself. 

A team to pramcraws from Washington is assigned to the case. Having 
mmntained Whitewater was a private matter that required no exten- 
Sira disclosure of their records, the Clintons in December uy they 
will ship their Whitewater material to the Justice Department Days 
later, it is disclosed the Clinton's private attorney negot iate d with 
Justice to turn over Ihe documents under a subpoena. 


BSEl 

CMao atom Attorney tawrai Janet Reno to appoint an independent 
counsel in the case. 


Mart ■. FMM Jr. aopomted. 


Hut ML eaiac part of the proceeds of the Hale loan. McOougal buys 
5550.000 in land from me international Paper Co. under the 
.VfMtewater corporate name. 


- 4 ' 
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KEY ISSUES 


WHITEWATER: 


DMInCMm receive favorawe treatment in their investment in tne 
Whitewater Lana Devewomem Coro, wan James McDougai ana ms 
former wife. Susan? Did the Clintons or dill Clinton s Arkansas 
gubernatorial campaigns Benefit from tnousanos of ooiiars tnat 
passed from McDougai s Madison Guaranty Savings & Loan, ano 
other McDougai companies, into Whitewater's checking account? 


MADISON GUARANTY 


MtoBribwreMwy from Madison s depositors put into any of Clinton's 
Arkansas g u ber n atorial campaigns? Did Madison receive favoraoie 
treatment from Arkansas regulators appointed by Clinton because 
of the McOougats* personal and business relationship with the 
OMons. or Decease of Hillary Rodham Clinton's legal work tor 
Madison? Was there a conflict of interest in the Rose Law Firm's 
representation of the federal government in a lawsuit during the 
ta keov er of Madison, a former client of the firm? 


CAPITAL MANAGEMENT SERVICES 


OM flan, cnetae or James McDougai play any role in arranging a 
fedaraity backed small business loan to Susan McOougai for 
Whitewater's benefit? 


VINCENT FOSTER 


la «mo aw eeeaeallaa between the White House deputy counsel's 

suicide and the other matters under investigation? 


Fiske Seen as No ‘Publicity Hound, 
And as ‘Totally, Totally Thorough’ 


By Eleanor Randolph 


NEW YORK. Jan. 20— Robert B. 
Fiske Jr., the Wall Street lawyer 
named to investigate the Whitewater 
case, has made a reputation ui the 
legal community as a quiet but tough 
lawyer whose strength is not in his 
voice or courtroom maimer but in his 
dogged pursuit of the facts. 

Attorneys who worked closely 
with Fiske when be wm U.S. Attor- 
ney for southern Manhattan from 
1976 to 1980 call him a Republican 
without a political agenda. 

"He’s not a pubbdty hound, and 
he's totally, totally thorough," said 
Klkan Abramowitz. who was chief of 
the crunmai division for Fiske and is 
now a private attorney m Manhattan. 

As a partner m the Wall Street 
firm of Dam Polk & WardwdJ. the 
63-year-old Fiske has in recent years 
mostly defended corporate diems, 
mduduig Goldman Sachs: the ende- 
ar reactor m anu fact ur e! for the 
Three Mile Island fadhty. and. brief- 
ly. dark M. Clifford and Robert Alt- 
man m the BCQ case. But longtime 


friends and associates say he has 
keen prosec u tor ia l skills that kept 
him in the New York US. Attorney s 
job during most of P r esi dent Jimmy 
Carter's administration. even though 
he had been appointed by President 
Gerald R. Ford. 

"He’s the kind of prosec u tor who 
wii spend a lot of tune learning the 
facts, investigating the facts, eval- 
uating the facts.” said Alan Levine, 
who worked with Fiske on the rack- 
eteering conviction of Brooklyn wa- 
terfront boss An t h o ny M. Scotto. 

Levine, now in private practice in 
New York, recalled that in the 
Scotto caae. a number of Democrat- 
ic leaden appeared on the stand as 
character witne sses . Among them 
were former New York governor 
Hugh Carey and former mayors 
John V. Lindsey and Robert F. Wag- 
ner. Because of such political pres- 
sures. Fake decided he should di- 
rect the case n person. Levine said. 

Whan Carey and others took the 
stand to praise the longshoreman 
boss. Fiske asked them whether 
they had been in the room to see 
whether Scotto had re c eive d a 


packet of cash that was crucial to 
the case. Levine said. 

■'Very dramatically, he made the 
point that it was very nice to have* 
all these friends in high places, tint' 
that they were not in the roomi 
when it all happened.” said Levine. * 

tn another famous case during 
Fake's term, be convicted druf 
dealer Leroy "Nicky” Barnes, who 
was notorious for his ability to. 
evade the law. After a New York 
Times article referred to Barnes as. 
"Mr. Untouchable." Carter ashed 
then-Attorney General Griffin Befl- 
why the heroin kingpin was still on 
the streets. Bell called Fiske and 
Thomas Sear, who had been work* 
ing on the case, and a conviction 
was obtained. 

"The thing that really distin- 
guishes him from other superstars 
is that he is one of the harden 
working lawyers i have been with. 
It was a narcotics case, and he had 
no prior involvement with such 
cases. He took not jutt a senior 
role, but he got involved in the de- 
tails. evidence, witnesses, all of it” 
said Sear. 
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Fiske says he wants Clintons 
to give testimony under oath 


5v Jerrv Seoer 

••CMktMMUlON TMtS 


Robert B Fiske Jr., a Wall Street 
awyer and former U S. attornev in 
Vew York, was named vesterdav as 
special counsel to investigate Pres- 
ident and Mrs. Clinton s involvement 
in the WhitewaterMadison affair 
and said he expects to take their tes- 
timony under oath. 

I would certainly expect that be- 
tore this investigation is over that i 
would question both the president 
and the first lady and that it would 
be under oath." Mr. Fiske said. 

Mr. Fiske. oJ. a law partner of 
Iran-Contra independent counsel 


l-awrencc E. Walsh, was appointed 
by Attornev lien. Janet Keno. 

The investigation of Clinton tics io 
an Arkansas land deal and a failed 
Little Rock savings and loan also will 
include a review ot the July 20 sui- 
cide of White House Deputy Counsel 
Vincent W. Foster Jr. Mr. Foster was 
the Clintons personal lawyer, and 
documents on the Whitewater- 
Madison affair were taken from hts 
office less than three hours after his 
body was round. 

White House officials said the 
Clintons, who under bipartisan con- 
gressional pressure requested the 
special counsel, planned to cooper- 
ate with the inquiry but did not elab- 


■rate. Press occretarv Dee Dee 
Myers said no request had been 
made for the president anu first iadv 
to testify under oath, adding: "We ll 
deal with that when it comes. 

Mr. Fiske. wnose expertise in- 
cludes wnite-collar crime, antitrust 
violations and securities law. said 
the investigation will proceed as 
quickly as possiole"andhc planned 
to meet immediately with Justice 
Department officials to review in- 
formation they have gathered. 

He declined vesterdav to sav how 
Ling the inquiry will last but said he 
will issue a report to the public when 

CjcnfcinuusfJi cn holt TjQC 


WHITEWATER-MADISON 

QUESTIONS 

• Special counsel Robert B. Rake dr. wHI be Hwhlnq at a tinfM U ns o cia l 
web known as the Madieon Guaranty Savings and Loan Association, 
owned by James B. McOougai, and the Whitewater D e velop m ent Corp~ 
an Arkan sas reel e state venture, lo determine whether a ny illsgslibee 
oc c urred — and whether President Clinton and his wife ware involved. 
Expected questions include: 


■ M the Clintons tost $68.900 on thee W h i t e wa ter investment why didnt 
they oectare capital losses on the* taxes at any kmc during me* 14-year 
■nvotvomem with me partnersrwo? 

■ Did me Clintons nave a financial debit tv m me Whitewater orotect or was 

the venture structured to enaoie the Ckntons to receive halt the profits with 
Wla or no inve s tment? 


■ Why aid Hillary Rodham Clinton borrow , as an mdrviduai. $30,000 on one 

of the 42 lots ai me Whitewater protect and divert the cash k) mo 
Whitewater account? 

■ Were funds from Madison used lo help Clinton pay otf a $50,000 
personal loan ne ootanea from a rural Arkansas bank lo seme 1984 
gubernatorial campaign oeota? 

■ What rote am McOouoai piay m a rund-raoer at Madaon SAL m 1985. 
during wrocn he raised $35,000 lo help pay oh Clinton s campaign oeots? 

■ Did Mrs. Clinton violate conthct-of-mterest laws by a cce pting $2,000 a 
month m legal lees io represent Madron before state banking regulators 
who had been appointed by her husband? 

■ Did intervention oefore stata banking regulators m 1 985 on me part ot 

Mrs. Cimton and the Rose Law Firm, where she was a senior partner, xeeo 
Madison in operation long attar it became insolvent? 

■ Did the Rose firm violate conflict -of-interesi laws Dv sumo Madison on 

behatt oi the teoerai government m 1989. tour years after it reoresenteo me 
SAL be lore state regulators? 

■ Were Whitewater records SJegaily removed from Vincent W. Foster s 

office durrnq a July 20 search three hours after me deputy White House 
counsel committed suicide? 


■ What repayment resoonsrtMfeties did Clinton and McOougai have m the 
1980 payort ol a $22,000 loan they Kxntfy ottaxied m 1978 as mo original 
down payment on the Whitewater protect? 


■ Did Clinton pressure the need ot a Small Business Admnstration 
lenomg company m Little Rock lo loan McOougai s wife. Susan. $300,000. 
and was $110,000 of the loan omened to W t a t aw a iar? 



ROBERT B. FISKE JR. 


8 Dec 28. 1930. n New vork Crfv 


gjdijiy: Wile Janet fmsiev Fake: three emtdren. Unde. Hobart and Susan 


8 Bachelor a degree, vwa Urwetaa* 1952. Law dagraa. 

1955. 


New ttx*. 1 955-57. assistant U.S. a 

1957-81 : associate. Daws. Polk and Wa r dwH. New tor*. 1961-84: partner. 
Oama. Polk and Wardwaa. 1964-78 and 1960-present: US. attorney 
southern omet or New vom. 1975-ao. 


-//' 


tS3bS 





2883 


The Washington Times 
January 21. 1994 


-Xnt . frcrn previous 

i he prone is complete ‘ — ’ ’ 


'It^s important tor tne country to 
get this done and get it done as 
quickly and as thorougniv and as 
fairly as possible.” he said. 

Miss Reno, who made the an- 
nouncement at a news conterence in 
the Willard Hotel, said she did not 
expect Mr. Fiske to report to her and 
did not plan to monitor ms investiga- 
tion. 

The attorney general said she es- 
sentially called a halt to the Justice 
Departments ongoing Whitewater- 
Madison probe to give Mr. Fiske the 
opportunity to take the lead in the 
investigation. She also said she had 
not talked with Mr. Clinton about the 
appointment and did not inform 
White House of icials of her choice. 

"A week ago i said i was looking 
for someone who would be fair and 
impartial, who lias a reputation tor 
integrity and skill, someone who 
would be ruggedly independent” 
Mias Reno said. "I think Mr. Fiske 
fits that description to a I" 

Mr. Fiske said he was "totally sat- 
isfied” he would have the “indepen- 
dence and complete authority to do 
this job right" and pledged that the 
inquiry would be "complete, thor- 
ough and impartial.” 

Mr. Fiske. although a Republican, 
has key ties to the Clinton Justice 
Department. A Ford administration 
appointee as US. attorney in New 
York in 1976. Mr. Fiske stayed in the 
job through 1980. working during 
the Carter years for Philip Hev- 
mann. then chief of the Justice De- 
partment s criminal division. Mr. 
Clinton named Mr. Heymann deputy 
attorney general, the No 2 post at 
Justice. 

The Clinton appointee who heads 
Justices criminal division. Jo Ann 
Hams, worked as an assistant to Mr. 
Fiske in New York and was recom- 
mended bv him for advancement to 
department headquarters in Wash- 
ington. 

Senate Minority Leader Bob Dole. 

•me of the first in Congress to call for 
an outside investigator in the case, 
said yesterday he did not know Mr. 
Fiske but would “wait and see what 
happens" before making any de- 
cision. 

They ve chosen someone. That's 
what we asked them to do." he said. 

"As far as 1 know people who know 
him think he is extremely un- 
qualified. is independent. 

Rep. Jim Leach described Mr. 
Fiske as a quality appointment. " 

The Iowa Republican is investigat- 
ng the Whitewater Madison atfair 
is the ranking OOP memoer or the 
House Banking Committee anu has 
sought documents and records to 
see if anv financial irregularities oc- 
curred. 


Mr. Fiske has not won overwhelm 
ing endorsements trom conserva- 
tives ui his party in the past. They 
were able to derail his proposed 
nomination as deputy attorney gen- 
eral during the Bush administration, 
citing his involvement with the 
American Bar Association s screen- 
ing of potential judges. 

Several conservative COP sen- 
ators accused him ot revealing the 
names of potential judicial nomi- 
nees to various liberal groups, en- 
abling them to target the candidates 
before their nominations became 
public. 

Mr. Fiske. according to guidelines 
established bv Miss Reno, will have 
i he authontv to investigate whether 
"any individuals or entities commit- 
ted violations oi federal law" includ- 
ing Mr. and Mrs. Clinton and others 
involved with the couple through 
-Madison Guaranty Savings and 
Loan Association and the White- 
water Development Corp. 

The guidelines also give Mr. Fiske 
the authority to look into Capital- 
Management Services Inc., a Little 
Rock lending agency that gave a 
SJOO.OOO Small Business Adminis- 
tration (SBA) loan to Susan Me- 
Dougal. wife of Madison owner 
James B. McDougaL 
The McDougais and Clintons 
were joint partners at the time in the 
iVhitewater real estate venture. 

Capital-Management* president. 
David L. Hale, a former Little Rock 
municipal judge now under indict- 
ment for unrelated SBA fraud 

charges, has said Mr. Clinton pres- 
sured him to give the SBA loan to 
Mrs. McDougaL About SI 10.000 of 
t he loan eventually found its wav into 
the Whitewater account. 

Mr. Fiske. according to the guide- 
•u***. also has the authority to inves- 
tigate "other allegations or evidence 
of violation of any federal criminal 
law by any person or entity" that 
might surface during his investiga- 
tion. 

A defense lawyer in the recent 
p ros e cu tion of key defendants in the 
Bank of Credit and Commerce inter- 
national fraud investigation. Mr. 
Fiske said he would take a leave of 
absence from his law firm. Davis 

Polk 4. Ward well, benuuimx Monday 

io start the inquiry. 

He said he planned to move his 
•trices to Little Rock — the center 
•f gravity ” — .md would hire his own 
talf to ensure that the investigation 
vas "truly independent” from the 
Justice Department. 

Tifo come to the conclusion that 



RMrt chwicsi Robert B. Fiske Jr. 
say* he wni set up snoo m Uttie 
Rock. *the center ot gravity. 


without m any way reflecting in any 
slightest way against their ability 
and competence, that ui order to con- 
duct a truly independent investiga- 
tion. i should have people working 
for me who are not also reporting to 
rhe attorney general." he said. 

Mr. Fiske also said he was assured 
by FBI Director Louts J. Freeh the 
bureau will be “at our complete dis- 
posal" and a meeting with Mr. Freeh 
has already been scheduled. 

Miss Reno, who narrowed her 
search for a special counsel to Mr. 
Fiske earlier this week and decided 
on the New York lawyer on Wednes- 
day steadfastly balked earlier at bi- 
partisan calls for the appointment of 

on outside investigator to look into 
the White watcrMadiaon matter. 

Her position changed Jan. 12 
when the Clintons reversed an ear- 
lier White House stand to announce 
they would support the appointment 
•if a special counsel. Minutes later. 
Miss Reno said she would appoint 
someone "ruggedly independent." 
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Fiske . in Probe of Whiteivater . Plans 
To Take Testimony From the Clintons 


By Joe D.u ioson 

'•alt Rrnoripr n> r.n: iinai 

WASHINGTON - Robert Fiske Jr., who 
was appointed independent counsel to in- 
vesttfate President Clinton's investment 
in Whitewater Development Co., said he 
would take testimony trom tne president 
and Hillary Rodham Clinton under oath. 

Mr. Fiske. a former U.S. attorney in 
New York, promised a complete, thor- 
outh and impar- — _ 

ttal M probe of the . 

Whitewater affair. 

Attorney Gen* \ 

eral Janet Reno ~ 
said at a news con- tfT*. ?'"*} 

fermee that she 

chow Mr. Fiske be- . r 
cause he u an -ex- y 


Mr. Hubbell. who was Mrs. Clinton s law 
partner, was hired by federal regulators 

to sue Madison s accountants to recoup 
taxpayer money spent when the thnft 
failed. The regulators later said they didn't 
know the firm had a long relationship with : 



thtnv he thinks proper and appropriate to 
make sure that he is truly independent." 
she said. 

Mr. Fiske personally wrote the charter 
that outlines ms duties. The specific 
language." he said, "authorizes me to 
investigate whether any individuals or 

enddMhave committed a violation of . wtHl „ CIto ^ 

Pc****® "counsel, called MrFbke “a quaT 
to the president s or Mrs. CUntoos ity appointment, an individual of appropn 


The Clinton s Whitewater papers were i 
kept by former White House Deputy Coun- i 
sei Vincent Foster, wno committed suicide, i 
Mr. Fiske said he will investigate the i 
suicide to the extent it involves Whl- i 
tewater-related events. 

Mr. Fiske plans to open an office in : 
Little Rock. He added that he would submit i 
reports to Congress on his activities. The I 
new Independent counsel Isn't required to 
report to Ms. Reno. j 

Mr. Fiske. who Is 63 years old. wu i 
named U.S. attorney for New York by | 
President Ford in 1971. and he was re- i 
tamed by President Carter. A setf-de- i 
scribed "Hfe-tong registered Republican." 
Mr. Fiske uid he would take a leave of 
absence from the law firm Davis Polk ft 
Warden, where he is a litigation partner. I 
Mr. Fiske said he won t use the career i 
Justice Department people who had been i 
Investigating the Whitewater affair. Ms. ' 
Reno said she called those probes to a halt 
when she announced last week that she 
would appoint an independent counsel. 

Rep. Jim Leach <R.. lowai. who had 
long urged Ms. Reno to appoint an inde- 


reMdonshlps with Madison Guaranty Sav- 
ings ft Loan Assortatlon. Whitewater De- 
velopment or Capital Management Serv- 
ices Inc., a failed Little Rock. Ark., invest- 


The Clintons were partners in Whi- 
tewater with James McDougai. owner of 
now-defunct Madison, and ms former wife. 
Susan, who received a S300.000 loan from 
Capital Management. David Hale, a for- 
mer municipal judge who owned Capital, 
has charged that the Clintons and Mr. 
McDougai pressed him into making the 
loan as a way of bolstering the Little Rock 
thrift. In addition, the Resolution Trust 


ate background and integrity." 

Senate Minority Leader Bob Dole (R.. 
Kan.), has called for a separate congres- 
sional investigation into the Whitewater 
affair. Mr. Fiske discouraged that uying: 

I think the htstorv of these situations is 
(hat It is difficult to conduct this kind of 
investigation at the same time a congres- 
sional investigation is going on. ‘ 

Mr. Fiske Mid he would give no utter- • 
views. That would come as no surprise to i 
some lawyers who oreoicted that, based on i 
his handling of the news media in other i 
cases, he is likely to keep lus distance from i 
the press during ms investigation. Said I 


/ v .... . . : U us HIM nu uiyourauud. daw I 

COtP --n L ‘^.. f0 an j n y wtt HQon of Carey R. Dunne, a Danner at Davis Polk l 
aiversun of runds from Madison who has worked closely with Mr. Fiske: 
He isn't the kutd of lawyer wno looks for 
the spotlight. " 

The White House had no comment 
on Mr. Flake's appointment. 

-Wede Lambert m .Veto York contrib- 
uted to tins arack. 


to Whitewater and to pay certain cam- 
ptign and other debts of then-Arltansas 
Gov. Clinton in tne mid-1980s. 

Mr. Fiske also will look at the Involve- 
meat in Madlson-retated matters by asso- 
clali Attorney General Webstar HubbtU. 
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JANUARY 24th UPDATE 


James Aiforti - rrgs_& Cc > -ihjc: auu.rcr: *.au -»v: lutstandir.g loans at Madison ai :hc urr.r 
his ernpany aus .lus&ng Mau: r.rr!. 

Bervi Anthony - former Congressman -on* .ArKansar; husband a: Sheila Frxty* Ar.thrr.v 
currently a lobbyist with Wirtstcc ir.c Strawn. 

Sheila Foster Anthony - Assistant Attorney General :or Lcrislarive Affairs: sister of Vince 
Foster. married ro Bervi Anthony 

Bank of Cherry Valley (renamed First Bank of Arkansas) - a riny Arkansas bank that was 
owneu .inci operated hy Maurice S mith. senior aide ro dies Gove rn or Cliatoa: issued C! inter. 
a SSO.?C'J perrona i ionn which he use:: :c parcoily rinaiice his campaign for governor served 
as a repository fer Clinton:; I?W guoerr.atoriai re-election campaign funds: its current 
prestdon:. Leon roust, .vas recently ;c:vc- subpoena hy FBI agents. 

Bank of Kingston - a small .Arkansas ban* run by James McHaura L purchased by McDoucal 
and -her. ClirHfln aides Jim Guv Tucker uid Steve Smith in *980; lent Hillary Clinton 530. COO 
to pay for a model horse in Whitewater ieveioprr.cn;; provided a checking account for 
W hitewater which was used by both the Clintons ax:u the McDoug ols: in 1933, was ordcrec 
by Marlin Jac kson and die FDK1 not to emend any mere credit outside of its ’natural :raair.g 
region. 

David Barr • Federal Deposit Insurance Corporation ;FDIC spokesman: recently announced 
a FDIC investigation ;mo whether the R use Law -Firm misled the FDIC about die firm s 
dealings with Madison Guaranty (if die FDIC finds that Rosy misled them, die firm couid be 
barred from doing additional work for the FDIC or the RTC). 

Woody Bassett • Bcveriv Basses Seftaffry’s brother: a iaw student of both Cantons : maior 
Clinto n contributor: helped manage Clinton z 1984 •ujbemaronai re-election campaign. 

Michael Bromwich - former Clinton campaign volunteer Carter administration poiiticai 
appointee; termer employes of the Lawrence Walsh invesagacon of Iran-Contra: protege of 
Deputy Anomey General Philip Hevmnpnr head of new Justice 'watchdog ’ group that will 
eventually absorb Justice’s Office of Prufcssicnni Responsibility: reported to have been chosen 
is die new Inspector G e n e ra l at the Justice Department. 

Robert Bryant • FBI agent who beaded the bureau's Washington ueid office at :hc u me of 
v»>.ee Foster’s suicide; claims that Clinton •eviewed F ustcrlt suicide note for executive 
privilege issues: has since beer, named to head :£&FB!'? intelligence aiv^ion. 

» » 
i » * 
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Cacapobdlu - 2 Mac:;on project to _•« :i '.zr.z ?n a Canadian island c ff foe coast of Maine. 
•r.ve«ed :r. by Jamcr JMeDousai ar.c Jhn: 'V-n r.- was Madiso n s larrcs: direct rc3i es:;::c 
csLT.cn: and : a t.cs: costly .-cfo -’state foiiure. 

Capital Management Services Inc. a fcdc.-o.Iy sponsored smail investment comcsay wr.es 
activities by icr* 'were limited to -cctaiiy iir.covastased” businesses: owned by p.iv id Hpir; 
;: 3 ucu ieverax quesnoa.ifc;e leans to both Sus an McDougai and ,j m Guv Tucker , was raided 
rv F31 agents cn die day after Vin ce Fe ster'- suicide. 

Paula J. Casey - a Ciin'orwinpotatod U.3. Attorney in Little Rock; f-gmpai^r. voiunteer :n 
several Clinton gubernatorial races and snidest of Clinton at die University 0 / Arkansas Law 
School: former legislative aide to Senaror Daie Bumpers; turned down LalSSSMLV : 

repose: that David H ale be granted immunity :n exchange for testimony about C! intern nnd 
other .Arkansas political figures (including Gove rno r Jim Guv Tucker) who had secured loans 
from Capital Managemen t: initially ref used to : cease herseif from the Jusucc Department’s 
investigation of Whlrcwaicr but eventually did io following a public outcry, citing her 
"familiarity wifo .some of the panes. ’ 

Castle Grande Project * a 1. 1 00-acre real csrare develo pm e nt on the outskirts of Little Rccx 
which was intended :o be a low cost residential and commercial development for families 
seeking an escape from the city; financed by C n * ara nT v l invested in by Jim Guv 

T ucker and Setfr Ward . 


911! Clinton • Presidenr. former .Arkansas Governor, former Arkansas State Attorney Geserai. 
former lawyer with R ose Law Ftrrr.'-: major competitor in Little Rock, Wright. Li ndsey, and 
Jcnmnes: former aide to Senator I. W Fulbright : allegedly received campaign funds from 
:*»;<»<• Mrpnygy .} m the form of Si 2.000 worth of donations in cashier’s checks from 
Madison : re -owner of Whitewate r Development Com.: obtained a loon from foe Security 
3ar_< of ?:imn ouid which he used *.0 pay off more than S20.000 of a Whitewater ioan; 

: siair.ee a 550.000 unsecured personal loan trea foe Bank of Cherrv Vailev which he then 
contributed to ’rus cvm gubernatorial campaign, called Vince r oster foe night before his 
suicide. 

Hillary Rodham Clinton - First Lady: former senior parcacr in foe Rose Law Firm: former 
colleague of Bernar d Nussbau m while working on foe House Judiciary Committee to impeach 
President Nixon: co-owner of Whitewater Development Coro.; a partner in Value Partners; a 
psmer in Midlife Investors w ifo Web ste r Kubbeil and Vince Foster: obtained a 530.000 loan 
from foe Bank q£ Kingston to pay for a model home in foe Whitewater development; recipient 
of a 52.000 a month attorney foe in 19S5 for helping Madison Guaranty (assisted Richard 
Massey) tight off efforts by the Arkansas Securities Department to close it os insolvent 
(payments continued for 1 5 months while her husband was governor and allegedly were paiu 
to Hiller.’ Clinton forcugh a secret bank account); asked foe McDougals in November 1988 :o 
give her power of attorney authorizing her to ac; on their behalf on matters involving 
Whirc water (reports are unclear on whether or not she actu al l y obtained :t). 

»» <. 

» • — 


,s>n 



2889 


Randy Coleman • Da vid Haie - lawyer: requested immunity for Hale in exchange fc: 
:es::mcny but was arr.ee down by Psuia Cas ev: aiso contacted ’ViUlam Jtci^dy accut 
AiiegatioRS cut was denied any sort o: White .'reuse audience. 

Rov P. Drew - E.r. Hutton broker who set up Midlife investors: claimed "it would be a 
-rretch of the imagination to beiieve that $45,000 would not yield some kind of dividend" 
esnsrary to the Clintons' t*x returns which snow the partnership never yielded such :axac:e 
.;:v:cer.d income; a former adviser to the Arkansas state auditor who differec with ggveSiSZ 
Clinton in 1989 over an $81 miiiicc. state .vend deal to purchase 32 nursing homes owned =• 
Beveriy Enterprises, Inc. (The deai initially was approved by dsn state cut was suspended 
when Drew's concerns became public). 

Robert FUke • a partner in the Wall Street firm of Davis, Polk and Wardweil (Lawrence 
Waish reared from Davis, Polk and Wardweil before be ginnin g his invesdganen of Iran- 
C antra;; appointed by Atto rn ey Genera l Reno to be the Whitewater special counsel; fc....sr 
•j.3. attc rr.ey in Manhaiaui during ‘he Foni and Carter administrations: in 1989, withcrew 
from consideration to be the deputy -ttorr.ey general under Dick Thornburgh because of 
7 ppcs:hon by conservatives (including M senators) over his rcic in the ABA’s evaluation ot^ 
Reagan court appointees; briefly defended Clark .VL Clifford and Robert Altman :n the SCs.. 
case. 


I.isa Foster - wife of Vince Fester, hired attorney ftffl Hafliiil or l after husband’s suietde. 

viocc Foster - former Deputy White House Counsei; committed suicide in July 1993: a 
partner :n ft ^dlifc Investors; former partner in the Ifas? La w Finn? in that capacity, signeu 
letter :o the FD1C seeking the appointment to represent the FDIC against froff ane ^ 
ciairr.ir.r. that Rose "does not represent any savings and loan associations in state or . edemi 
r , aner e * the Clintons ? lawyer in Use last stages of ±e:r WbiJS2ISI£l oeahngS? sold the 
C’iiitrr. 3 ? naif-ownership of Whitew at er Development: discovered and handled Wmfflpy . J g 
failure to ‘lie corporate tax reruzns over a three -year penod: (The Clinton s have ackncwiecge- 
that in '.984 and *1985 they improperly took personal tax deductions for interest payments o: 
52.31 1 and S2.322. when the payments were actually made by the yhitewatg Development 
Co. k worked or. putting the Clintons' assets into a blind trust to satisfy ethical concerns aoo-. 
their personal business deais including the two investment groups .ZftlliS-ESSiSS 3110 JiailiS 

Frost and Co. - Madison's accounting firm; produced the audit which was used by the RS5£ 
Law Prm to help keep Madison in business in 1985: failed to disclose that ?za3L2 
wdiior ofMadiiQO, - y ames Alford , had two outstanding loans at MaAttfl at dhe we o* Jw 
Onir^F^ on behalf of the FDIC (Bfl5£ settle $ 60 «^ on m 
SrSS S.ScK^ that the SI million was bciow *22^ insurance coverage, 
ftestt -tiled die government $400,000 for its work 

j William Fulbrigbt - former U.S. Senator who hired both CliniSH MfcgWIH l *J» dcs 
iTdxcir careers: contributed $1,000 v*Jm McPomaL** unsutx^ssfui congressional 
cam'-a — hit name -was on a S3.000 .-turner ‘s check made out to personaUy wmch 

•he RTC turned over to the Justice Department: borrowed money from Matt29C: is lil *•- 

»»“ 
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•j.-.acis :o spccx with reporters. 

Mark Cearan • direcrc: c: Whhe H-use cc mm m; carious at the time of Vires Fes:::' * 
suicide; claimed a die time _ r .c: Ci i::^n .-.ad no: :eer. the suicide acre; member ef the r.e -v ;. 
formed icx&s e TCup which ;s hand the pc:i::cai fallout from Whitewater . 

Cil (#lover - Paaij C-"" v * ausoasa. v; i5 app:;.:;;ed Chief Counsel 10 the Arkansas Public 
Service Commission by then Coverzcr Clhnttc izziuzues to held that state job under 
Jc ---emrr r irr. Guv T u cker . 

David Hale • former Clr, ton -acre mrccL Lithe Rccx mumepai judge: president of Caeitai 
Man agement Service s Inc, indicted on 3 r.ua charges: rep r e s ented by Randv <]!piemnrp claim 
,:e vas pressured by Cl inton and M cDouga ; :o approve a Small Business A dminis tration 
g-tarantced loan (for die ‘’socially disadvantaged") of 5300,000 to MgDo»gai at a Zrzt 

when the McDcucals showed assets of 53 million; has offered to testify against Cintcn . 

Jim Hamilton Washington lawyer 'specializing in ethics; former deputy counsel to the 
Senate Watergate Committee: possibiy talked with Vince Foster prior to his suicide: represer. 
Lira. Foster: recipient or Foster c personal effect including part of the missing Whitewater 5 
and Foster’s personal diary. 

Jn Aon Harris - chief of the Justice Department s criminal division; has been supervising 
Justice's investigation or* Whitewater; former Mew York prosecutor. 


Philip Hermann - Depur/ Attorney General (No. 2 person at die Justice Department); in 
charge of the Vir.cg ro sier investigation at the time the Park Police were asking to search the 
otTice: ordered die Office of Professional Responsibility to examine Foster's assertion in his 
suicide note that the FBI lied in a report to At torney General Reno concerning 7 ravel gate. 

'VVbster Hubbell * Associate Attorney Goncrai (No. 3 pemon at Justice); close personal 
friend of Clinton: former managing partner ci the 3 off Law Firm: a partner in Midlife 
invertors with Hillary Rod ha m Clinton and Vince Foster; Rose's lead attorney for the 5DIC 
■:zsc against .M adison’? accounting firm. Frost anti C o.: recused himself from the Justice 
Department's investigation of Wfef e wstcr and M adison one month after the RTC referred *hc 
matter to Justice; son-tn- ; .aw of >cih Ward wno defaulted on S587.000 in ioans from Maaisor 


Harold M. Ickes • a New York lawyer: the new deputy chief of staff at the White House: 
heads the new damage control group which has been assigned to handle any political fallout 
from Whitewater (other members of the group include David Gergea. George Scephcnopoulos 
Bru ce Linds ev. Mark Gcaran. and ?aui Begaia). originaily came to the White House to worx 
on health care. 

Mariin Jackson - fortcer Clinton -acromtcd .Arkansas state banking commissioner; claims tha 
in : s>8 3. he along with Ac FDIC ordered the 3ack -f ^* mrgr 9B to stop making loans to 
Governor Cl inton because the loans were par: of x troubling pattern" of lending to powerful 
members of .Arkansas’ business (like executives of Wal-Mart and Tyson Foods) and political 
establishment; claims he spoke to Q'/mton about die matter and that Clinton’s response was; 
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"Marim. don't *or ry about poiiucs. I wan: you :o be the best banking ^rr.rr/.jjiouc: yen -n. 

. jwr.ed the Security 3arJc of Pani gouic: :iaims he put Paragould into a biind trust ar.c 
did net fine out until years later that Clinton had taken out a loan from Paragsuid to pay off 
T.orc than S2Q,G00 of a Whitewater loan: has contributed S4.010 to Clinton campaigns since 
1984; currently the chairman of the Wonhen National Bank of Conway, Arkansas; quoted as 
$?.y mg: Tve often thought that the reason he 'Jnces Mep^uy^n began using Madison 
G uarant y was because he '~McDcu?s i. had rcur.c that he rMcDougall couicn't do what he 
wanted wind his bank tTCis gstoni." 


John C Keeney * was Acting Assistant V.S. Actsmey unmcciatciy alter Paula Casey recused 
herrci: front the mvestiganou. 


Dnv»d Kendall - lawyer for Williams and Connolly; personal lawyer'* to the Clintons in 
Washington handling such issues as Whitewat er: continues to represent the Washington Post: 
secretly negotiated with the Jusdcc Department to deliver the Whitewater documents under a 
yubrosna (papers subpoenaed it. a criminal case cannot be released under the Freedom of 
Information Act); ’was recently rebuffed when he asked the Justice Department not to share 
the papers with the Office cf Professicnai Responsibility (OPR); (OPR is handling the Vi ace 
Ferrer suicide;. 


William Kennedy - White House Asscciare Counsel: fonner partner in die Rose Law firm; 
dismissed fl ag g y Coleman* s request for a meeting to discuss immunity for David Hgic whiie 
faidng to alert anyone rise in the Volte House other than Bcrna^i 

Dean Landrum - an employee of Ch arles Peacock : his name was on a S3.0C0 cashier's cr.ec;- 
which the RTC turned over to the Justice Department: now deceased. 


Bruce Lindsey partner at Wright. Licdsev^and Jcan ing w herc QiaiBB was once employed: 
a senior assistant to the President: principal White House spokesman to the press on Madd en 
< ^i ./Whitewater issues and recent state trooper allegations: member of the newiy formed 
!ckes group which is handling the political fallout from Wbttcwggt. 


.James M. Lyons • a Denver lawyer and longtime Clinton aily; during the presidential 
campaign, lieipcd Clinton discredit the claims of several women who said they had 
reiut’cnsmps -with Clinton: assigned by Clinton to review the WpiKwatg deal after :t became 
a campaign issue: commissioned the accounting firm of Patten, McCarthy, and Ass ociate s. :o 
invesdaate the Whitewater Development Ccip.’s finances (see the ;o -called report V. 

now refuses to discuss Whitewater. citing an attorney -client relationship with the Cliffipn s; 
reportedly called Vince Foster the morning of his suicr.de: recently named by Clia L on to a 
government advisory panel seeking peace in Ireland. 


The Lyon's Report - commissioned txom die accounting firm of ?awg n» McCarthy, and 
Associates* depicted Whitewat er ss unprofitable, described die CliflttK 35 "passive 
shareholders." and concluded that the vfcDougals exercised total control" over W^s^t e r : 
-'aimed that the Clintons poured S68.900 ini* Whitewater -without any return, while the 
MeDoucals accounted for S9 a2C0; omitted ^tewa.tcrls S550.000 land purchase ftem die 
International Paper Co. which Qlisspn granted* tax breaks: included a disclaimer that the 
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rerurfs financial findings :houidr.‘; r; construed :o r epresent rhc results of* an attest service 
or compilation of financial statement. due ;o the nature o: ;he engagement and incomplete z- 
unavailabie records." 

Donald Mackay - former *C S. Attcrr.r* unuer *rrr: cents Nixon ana Ford; chosen :o rep i zee 
PvSr. f .rsgy as head of the inves;:;at!-..a jf Ore A;.urau S<&L: currently heads the Fraud 
Division at Jusr.cc. 

Madison Financial Corporation - Madison ’^.'nranty's wholly owned real estste subsidiary 
whose president was James MeDcuni : may have covered overdrafts at Whitewater . 

Madison Guaranty - a Little Rock savings and loan which wrs shut down by the Federal 
Government in 1989, at on estimated cost to taxpayers of S47 million to $60 million: grew 
25-fr ; d during g un toe's governorship; owned by James McDougal: hired Sarah J. Worsham 
as a senior vice president. 


Richard Massey - a partner in the Ro se Law rim: represented Madison Guaranty along with 
HFIorv Rodham Canton before state regulators. 

Mastrr Marketing - the Little Rock .icvertxsinn firm owned by Susa n McDougai which 
changed its company description to a real estate venture following the purchase of 
W hitewater; was issued a S300.000 S9A/Casital Vfeyggment loan. 


James McDougai - owner of Madison Guaranty; pan owner of the nf Kingston along 
with Then Clinton tides Jim Guv Tuck er and Steve Smith; president of Ms&Sffn F{n «l c ^ 
Ccrrer aribn : the Clinton s’ partner in Wfrilgwatc* Development Cop,: met Qisjon while 
wcricuig as an aide to Senator J.W F-hbright of Arkansas; served for a year as then vXxsa?; 
Clinton ‘ s top economic adviser: spent $90,000 in personal fu n d s on an unsuccessful bid for 
Cor.zrcss in 1982 against Rep. John ?aui Hammerschxnidt (one of frfeQcmai s biggest 
contributors was j William Fuibright) : indicted in i989 on fraud charges in connection with 
Nfati:"oe and later acquitted: allegedly approved fraudulent loans of 5250.000 and divencu 
money to the campaign of several powerful Arkansas polidciins including gjnton and Jim 
Guv Tu cker specifically is said to have diverted money from Guaranty to heip repay 

debts left over from Clinton's i984 re-election campaign (the campaign's only debt was to 
Clirrtcn who had contributed 550,000 to help finance his own candidacy); claims to have 
delivered S3 5,000 in campaign checks (some of which are suspected to have oeen improperly 
diverted from Madison) to Bct scv W fluk: after a fund-raiser in the spnng of 1985; has 
acknowledged that SI 10,000 of the S3C0,000 SBA/Cffijtai Management loan to S^saa 
McDoug ai was invested in Whitewn tcr claims gev.criY &EngT>JiChaflB ^ ‘ cr 

Arkansas state regulator; maintains that then Gov ernor -Clinton loobxcd him to hire 

to represent Mariiscn because Clinton said "h is family w in need of 
financial heip": claims he recalls the Clintons investing about 59,000 in Wbitgyyn er, nas >ecr. 
subpoenaed to appear before a Federal grand jury in Little Rock; suffers from manic 
depression. 

Susan McDougai * ex-wife of James Mpffougai; parmer in Wfoy w a tey . pgg&prqcht L " I ? -- 
defaulted on a $300,000 Small Business Administration loan marie by gapjtffl SgiyjggS 
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.v; 2 nagyrr . cn; :c her Little Rock advertising ;;;m. Master Marketing (mere then a third :f 
the money was usee to buy land fer Whitewater Deveiccgent Cora, from the international 
Paper Co.); her name is on one of *r.c S3.0C0 cashier's checks widen the RTC turned over :c* 
the Justice Deparuuerxt; recipient aieng with her brothers. James sna William Hericy of 
substantial commissions for land ir.irr irorn Manner. Ounrantv (including payments of mere 
than 5“ ’2. COO cuncg a threc-ymr pened while tier husband was president of ’die Sol); 
Claims to have turned records concerning Wnitcw.r t.-r Develogment C om, over to die Clinton s 
in i 9 ST it finlayy 3fldham C ir. tcn^ .\'ouesn recently charged in California with ensesiiin? 
near:/ SI 00. 000 from conductor Zubin Mehta and his wife, Mancv. 

Midlife investors - a $45,0 00 partaerrrup with Hillary Rcxihnrr. Clinton. WVbs t cr Hucpcli. 
and V’hcc Foster naming each other \.not their spouses) as bcaeilciar.es; was finaiizec into a 
blind trust by Vince roster three days after he commined suicide. 

Mitchell. WQHams. Sellg, Jackson, and Tucker - law firm that at one time rep r es ented 
Mari? ten Giiarar , ^ / while one of its partners, Jim .G«v Tucker, was securing a $ 1 million loan 
from Mad ison Guaranty; also represented Capital Mana gement Inc.; employed 5.?v?;;y Szs'er 
S phnifor is the attorney for Madison . 


Bernard Nussbaum - White House Counsel: former colleague of Hillary, Rodh api < 71 irrrer t 
while working cr. ’he House Judiciary Committee to impeach President Nixon; reportedly was 
the fire; to scarce Vince Fo sters office after his suicide; refused to permit Pane Police 
investigators to examine jevcrui documents, ’cuing executive and attorney -client prr/iiejes’: 
turned over z stack of papers including F oster's diary and part of the missing W*hitewater fuc 
so Hamilton; supported William jCemedv ’s dismissal of David Hale's allegations. 

Leslie Patten - head of he Denver-based accounting Finn of P 3 tum. McCarthy, and 
Associates which issued the Lvcn’-. report; longtime friend of formed a sank 

holding company with Lvons and others (opened two oanks. one or which 'was liquidates by 
Coioradc state regulators). 

Charles Peacock - father of Ken Pcac ccki a major borrower and a raemcer c: the 

thrift’s heard of directors who claimed he was also baffled by the checx (that was usen to 
help retire Clinton s 1984 gubernatorial campaign debt) which bore the name of his son. 
Peacock - 

Ken Peacock - an Arkansas businessman whose name ;s on a S3, 000 cashier s check used to 
help rearc Cintcr.'s 1984 gubernatorial campaign debt (the RTC turned the check over to the 
Justice Department); says he never made such a donation (at the time, he was a 7.4-year-oid 
coiiege student). 

Janet Reno - Attorney General; removed Michael Shebeen from the directorship of Jusnce’s 
Office of Public Responsibility; asked by President ClisiQfl to name a special counsel to ^ 
investigate Whit ewater on January- 12. .99* «.7ms new investigation wxil not halt die Little 
Rock special grand jury probe of Madiso n); aamed Robert Fiskc to be the Whi^ewntc: special 
counsel or. January 20 . 1994. ** 
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Rost Law Firm - prominent L;tde Rock law firm which at one rime employed Hillary 
.Vaijaa^lifircc. ff RC S-fgg ter - Wcbs:er Hugbell. ViKiam ICemedv. and Richard Maycv- 
fought to keep MjfljggXt in business in 1983, *.vhen the Arkansas Securities Commission was 
threatening to close it down; later sued MftfVi* :r>n ? accounting firm* Frost and Co., oa behalf 
or the rDIC origin of a caii (from ar. xknowr. cailer) which wa s placed to Vines Cnw the 
morning cf the day he committed suicide. 

Archie Schaffer - husband to flevcrly ilassctr nephew of Senator Dale 3umpera; 

>vas a .urge campaign contributor *c Canton’s ;ucema*oriai re-eiecrics campaign; currently an 
executive at Tyson tcuds (owned by Dan Tyson who also is described as a serious C!iygr. 
finar.c:.\l backer). 

Be' triy Bassett Schaffer - the Clinton- appointed state regulator in charge of savings and 
leans in the eariy 1980s; approved Madison G uaranty's novel plan (which was never 
impicmcated) to sell preferred stock (alter McDougai Hart helped Clinton cover his debt); 
previously served as Madi son’s lawyer while working ax the law firm of Mitchell. Wnii»rr« 
Seijg. /odeum, and Tiieker (wrote a memo describing Madi son’s failure Co comply with land 
law is the Camocbelto project as 'willfia"); currently employed as Wright. Undsev. and 
Jennings . 


Security Bank of Parngotild • owned by Marlin Jackson* was supposedly placed ia a blind 
trust by Jncksoq when he was appointed state banking commissioner: lent Bill Clinton money 
widen he then used to pay off more than S20.000 of a Whitewnter lean. 


Michael Shah ten - director of Justice'? Office cf Professional Responsibility for the past 18 
years: involved in she investigation of Vince Foster’ s suicide note: removed from OPR by 
Attorney Gene ral Reqq: reportedly wiii be offered a suitable position elsewhere by Rene : 
(OPR has been temporarily placed under die supervision of former Clinton campaign 
volunteer, i ‘ “ 


Maurice Smith - a senior aide to then Governor Clinton who owned and operated the Ban k 
of C herry Valtev. appointed Director of .Arkansas State Highways and Transportation by 
iiinton. 

The Stephens Family - controls the Wcnhca Smiking Corporation and Stephens Brokerage 
inc.: involved in die BCCI and BNL cases. 


Patsy Thomasson • White House aide: veteran of Arkansas Democratic Party politics: was 
once an executive vice president at Lasater and Co. (Dan R_ Lasater was the head of Lasater 
and Co. and a major Clinton contributor. Lasater and Co. earned some Si. 6 million in 
commissions for handling Arkansas state bond issues at the same time Don Lasater was under 
investigation for cocaine distribution. Lasater was s e n te n c e d to 30 months in 1986. L as a te r 
and Co. also hired 3111 Clinton’s half-brother, Reger): former Clinton - appointed chairman of 
the Arkansas Highway Cummissicn: involved in the search of V?ncc Foster’s office following 
his suicide. 

Jim Guy Tucker * current Governor nr .Arkansas: received m or e than 51 million x loans 
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represented MaSPPfi; lessor with itrrh W^ ji Castle Grande. later negotiated a 50 # /o 
rccucr.on of his debt: secured loans from Car: ml Manager"! S craccs Inc: former Qiaac 
mie: owned the Sa&& ?f ’<:-*g?vy aicng with fames Mc Dougai and diets Clinto n lice Stc*. e 
Smith. 

Value Partners - Hillary Rodham C. inter?'; -vestment group: had .about SI. 2 million 
invested in !0 health care stocks, cr about :3V? :t its total portfolio in December 1992; 'soic 
shorT on several health cere stocks after gillary Rodham C^mon ‘wd become actively 
involved in CJiocnj health care tasx force: *.vas finalized into a blind trust by Vinec faster 
three days after he conunirteo suicide. 

Chris Wade * ea Arkansas real estate agent: managed Whitewater throughout the 1980s on 
behaif of the Clintons and MeDyic;.^* ai«»»w 'he Whitewatey venture was not a "money 
loser”; claims that he suggested to Hnlarv Climnn that she seek power of att o r n ey over 
Whitewater and that she purchase u model home on one of the Whitewater lots to try to spur 
sales: claims that he also suggested to Hillary Clinton that she buy beck that same property 
from :he owner who was failing to make payments on the property (Hillary Clinton followed 
Wade ' 5 advice in September 1988 and repurchased the property for $8,000 and then sold it 
rwo months later for S28.C00.); i partner with McDoug ai in Campobello. 

Seth Ward - Webster HubbcH’s father- in-i aw: was an officer at Madis o n Financial 
Co rrcraricrt (a subsidiary of Vfrrfigfln at die time Hubbell represented the RTC 

against Mndicnn- invested m the Castle Gran d e Project and defaulted on 5587,000 in loans 
from Madison: purchased die Piper Seminole airplane from lames frfcDocgai . 

Whitewater Development Corporation - a land development company which evolved front 
a rsai estate partnership formed in 19?3 by die Cantons and McOougais : (The partnership 
purchased a 230- acre property located aiong the White River in the Arkansas Ozarxs for 
S233.0C0 by borrowing $20,000 from Litde Rock's Onion Bank for the downpayment. In 
197?. the property was substantially revalued upwards and transferred to the newly formes 
Whitewater Development Corporation . Four years later, the initial 520,000 loan wus 
refinanced at the Sank of Cherr? Valiev. ): sold 24 Whitewater lots in 1985 in exchange fer 

555.000 and a twin-engine Piper Seminole airpianc valued at about 550.000 (which was no; 
reported on die Clintons* tax re ntes ); purchased 310 acres from (ha International Paper Co. 
for S550.000 with a 5110,000 down payment (past of s«ym frfc pougiTs 5BA loan) in 1986; 
was s tr u ct u red to enable the Clintons m receive half of the profits with little or no iavesuscr.:: 
the Clintons sold their half-share to Jim McDoura i for SI. 000 in December 1992; die 
Clintons' claim they tost 568,900 on the deal although it is unclear how much die Clintons 
invited in Whitcwwtcr: (According to the IRS. the Clinton* could have legally churned 

53. 000 annual deductions unai the whole loss was written o ft) 

Margaret Williams • Hillary godfram Clinton s chief of staff: former communications 
director at the Children's Defense Fund: former press deputy at the Democratic National 
Committee: involved in the search of VSrthe Foster s office following his suicide. 
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^arah J. Worsham or Sarah J. Hawkins or Sarah Worsham Hawkins - or, e-time bank 
examiner for the Federal Horne Lean Bank Board (FKL3B); wrote in a 1984 FKL3B report 
that Ma dison hud engaged in "unsound lending practices" and had improperly booked, or 
recorded, profits that could "adversely affect net worth."; within months of the FKL3B repor 
'was hired by Mad i son as n senior -dec president at S65.00G «nd worked on a refinancing and 
preferred stock pian to keep Madiso n in business; was a me m b er of Madison’s board of 
directors and a member of Madison ; management committee which oversaw loans; acccrdin 
to s :oiiow-up 1986 FHLBB investigation, was one of several Madison affleen who obtain ec 
unsecured loons { W orsham/Haw id cs mtamed i 85,000 unsecured loan) and signed a FHLBB 
r?o£e*and-dcsist order for Madiso n. 


Worthcn Bank Corporation - held a lien on iames McDoupaTs inrerest in Mad ison 
Gtinranrv! provided Clinton’? Presidential campaign with a 83.5 million Une of credit days 
before Super Tuesday; controlled by die which has been i inked to the 3CC* 

v.d 3NL cases. 

Betsey Wright - a longtime Clinton aide and his campaign manager in 1984; claims she 
recalls filing post-election contribution reports that included individual contributors for die 
> 985 spring fund-raiser (involving the four questionable checks) as required by state law but 
is unable to iocatc them; currently the executive vice president of the Wader Group, x 
W ashington public affairs which is a unit of Hill and Knowiton Inc. 

Wright. Lindsey, and Jennings - a Little Rock law Ann that has employed at one time or 
another Bill Clinton . Beverly Bas? »p Scfeggcr, and Bruce Lindsey. 


Smirew: Chicago Surt-r.rrrr -,, Chicago r:! bun s. yfrlg*" higgle ggf on B) e Vew< : Re 

Hrjttor. Craifci e. Kum an i~-/rrri. Sve Lrru I.rc Uigcncrr. y»e i.gl ii a«h ^IpmUftirpai ,, ^lOSS^ l 
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Mrs. Clinton s liiX-Law Finn Defends Whitewater Role 


By Ellen Joan Pollock 

Stuff Rrponrr of Tiir Wall SnurrT Journal 

Partners at Hillary Rodham Clinton's 
former law firm in Arkansas say they fully 
disclosed to federal regulators their work 
for the thrift at the center of the Whi- 
tewater affair. 

A lawyer for the Rose Law Finn also 
said Mrs. Clinton played a much smaller 
role than has been 
reported in repre- 
senting the thrift. 

Madison Guaranty 
Savings A Loan, in 
a matter that came 
before a state regu- 
lator appointed by 
then-Gov. BUI Clin- 
ton. 

The Federal De- 
posit Insurance 
Corp. has been looking into whether the 
Rose Law Firm fully disclosed its prior 
relationship with Madison when the firm 
was hired by regulators to handle a lawsuit 
the thrift had filed against its auditor. The 
FDIC took over Madison in 1989. 

The Clintons partnership with Madi- 
son's owner in Whitewater Development 
Co. is being investigated by an indepen- 
dent counsel appointed by U.S. Attorney 
General Janet Reno. Among the questions 
the prosecutor. Robert Fiske Jr., is likely to 
look at is whether money from the now-de- 
funct thrift was improperly used to pay off 
Mr. Clinton s campaign debt when he ran 
for governor. Friday, it was also disclosed 
that a federal grand jury had subpoenaed 
records from current Arkansas Gov. Jim 
Guy Tucker and others involving the Clin- 
tons' role in Whitewater. 

In interviews last week. Rose partners 
said that on several occasions, two part- 
ners at the firm alerted thrift officials to 
potential conflicts because of their rela- 
tionship with Madison. Each time, regula- 
tors decided that the potential conflicts 
weren't of consequence, the lawyers said. 

Typically, under legal-ethics rules, con- 
flicts of interest are mitigated by full 
disclosure and clients' approval of the 


question with Mr. Hubbell. He assured 
me later that it was fully disclosed Ito the 
FDIC I and that there was no problem. " 
Mr. Speed said. 

Mr. Hubbell couldn't be reached for 
comment. Carl Stern, a Justice Depart- 
ment spokesman, said that Mr. hubbell 
has said he "orally" disclosed the prior 
relationship to the FDIC. 

Mr. Speed also noted that the taw firm's 
position in the suit against Frrst over 
audits conducted in the mid-1980s "was not 
inconsistent" with any work the taw firm 
had previously done for Madison, a key 
factor in any conflict-of-interest analysis. 
"We hadn't done any review of ... the 
financial statements of Madison, he 
said. 

Charles W. Wolfram, a legal-ethics spe- 
cialist at Cornell Law School, said he sees 
no problem at all" in Rose s representa- 
tion of the FDIC because, once the agency 
had taken over Madison, it was "not an 
adversary of the SAL. . . . They're just like 
a trustee in bankruptcy." 

Mr. Speed said he continued to worry 
about potential conflicts and to make fur- 
ther disclosures. Particularly worrisome, 
he said, was the relationship of Mr. Hub- 
bed's father-in-law. Seth Ward, with Madi- 
son. Mr. Ward, a former Madison em- 
ployee. had settled a tangled court dispute 
over sales commirsions and a loan he had 
received from tf-j thrift. His settlement 
reduced the amount that Rose was able to 
demand from Frost for losses sustained by 
the thrift. 

Mr. Speed said that to allay the firm's 
conflict concerns. Mr. Hubbell's relation- 
ship with Mr. Ward wet disclosed by Rose 
lawyers to Resolution Trust Corp. attorney 
April Breslaw and other thrift regulators 
during "numerous conversations. 

Mr. Speed said he and Mr. Hubbell had 
another conversation with Ms. Brestaw on 
the subject of conflicts after Rose hired an 
attorney who had once worked at Madison. 
"She concluded that it was not a problem.'' 
he said. Ms. Brestaw declined to com- 
ment. 



that Richard Massey, another Rose attor 
ney. did almost «il of the work. One Rose 
lawyer said he doesn't know of "one 
instance" in which Mrs. Clinton appeared 
before a state regulator "and I don't know 
anyone that does." 

The fact that Ms. Schaffer had commu 
nkated with the Rose firm in a letter ad- 
dressed "Dear Hiltary" had raised suspi- 
cions that Mrs. Clinton had been directly 
involved in pressing the matter before Ms. 
Schaffer. 

In an interview. Ms. Schaffer said that 
Mrs. Clinton "never came to any meet- 
ings." Charles Handley, an aide tc Ms. 
Schaffer who worked on the Madison mat 
ten. also recalls no instance when Mrs. 
Clinton dealt with the state securities 
department. Ms. Schaffer said that neither 
she nor her staff knew of the Clintons 
business dealings with James McDougai. 
Madison's owner. She said she merely 
conc ur red" with the Rose firm's opinion 
that the stock plan wasn’t inconsistent 
with state taw. No final plan was filed with 
the department, "much less approved by 
me. as securities commissioner." Ms. 
Schaffer said. 

As evidence that Ms. Schaffer wasn t 
simply doing Madison's-or Mrs. Clinton s 
bidding - Mr. Clark points out that the 
securities commissioner made it difficult 
for the thrift to pursue a separate plan 
involving the operation of a brokerage- 
firm subsidiary. Madison's broker/dealer 
application was approved by Ms. Schaffer 
in the fall of 1985 but only on the condition 
that it met the federal net capital require- 
ment by the end of that year. That deadline 
passed unmet 

The Rose firm has also come under 
scrutiny because Madison put the firm on 
retainer for the work supervised by Mrs. 
□ inton. The firm collected S2.000 a month 
for a 15-month period. Mr. Clark nosed, 
however, that the firm eventually "deter- 
mined our work was so sporadic that we 
couldn't justify the retainer." In July ISM. 
he said, the firm returned S6.400 to Madi 
son. 


firm's continued representation. 

There were three areas of concern over 
conflicts, according to Rose partners. In 
the mid-1980s. Mrs. a in ton and another 
lawyer in the firm represented Madi- 
son in two matters before the state securi- 
ties commissioner. According to Rose part- 
ners Ronald M. Ctarit and Gary N. Speed, 
that prior representation was disclosed to 
the FDIC by then-partner Webster L. Hub- 
bell. Mr. Hubbell is now associate attorney 
general. 

Mr. Speed, who did most of the work tar 
the FDIC in the suit against the auditor. 
FMt A Go., recalls that when be became 
involved in the case, he was "concerned'' 
that the firm's prior representation of 
Madison might create an appearance of a 
conflict of interest. He said he raised the 


Peter Kumpe. a Little Rock lawyer for 
the auditor. Frost, said that the Rose Law 
firm's connection with Madison was “no 
secret at all." He said that Ms. Breslaw 
was actively involved in the litigation and 
that be assumed she knew of Rose 's re la 
tionship with Madison. 

The FDIC has said that it knew about 
the relationship between Madison and Mr. 
Hubbell's father-in-law but that its lawyers 
didn't recall being told about Rose's previ- 
ous representation of the thrift. In a state- 
ment. the FDIC said it was investigating, 
although it had "no reason to believe we 


state s securities commissioner was im- 
proper. "We don't see that Hillary s done 
anything unethical in this situation. Mr. 
Clark said. 

Mrs. Clinton was involved in repment- 
ing the thrift before securities commis- 
sioner Beverly Bassett Schaffer, who was 


i Citicorp, U.S. ! 
In Talks to End 
Regulatory Pact i 


Company Might Reinstate i 
Dividend if Comptroller j 
Curtails Supervision 

By Steven UrtN 

! Stall Grportcr of Til*t Wall Inm Jin nmi. | 

I NEW YORK -Cttkarp is holding talks ! 
I with the Comptroller of the Currency to 
end the strict regulatory supervision the I 
1 banking giant has been under for the past { 


VJ ucmiuf. uuwn. ai nwr 

was the thrift's effort to gain state regula- 
tory permission to issue preferred stock. 
But people familiar with the matter said 


way for Citicorp to reinstate its dividend by 
April. 
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» iic itrgnniory agreement, which gives 
the Comptroller extraordinarily broad 
powers over Citicorp, was imposed in 
February 1992 as the bank was struggling 
to recover from billions of dollars of bad 
loans. Although the entire banking indus- 
try fell victim to the real-estate slump in 
the early 1990s. Citicorp s problems were 
worse than most, prompting regulators to 
put the bank on a tighter leash. 

Citicorp's financial position has recov- 
ered since then as it built reserves and 
capital while slashing costs. Last week, the 
bank reported record 1993 earnings, which 
are expected to help Citicorp build a strong 
case with the Comptroller. Although people 
familiar with the talks say there's a good 
chance the pact will be terminated, they 
cautioned that it is not guaranteed. John S. 
Reed. Citicorp's chairman and chief execu- 
tive officer, recently told a group of 
consumer bankers that the memorandum 
of understanding will be reviewed next 
month in the hopes of terminating the 
pact 

"It certainly could happen in Febru- 
ary." said one person familiar with the 
discussions. Both Citicorp and the Comp- 
troller declined comment. 

Wall Street analysts said that if the 
regulatory accord is lifted. Citicorp's com- 
mon stock dividend could be reinstated bv 
the end of the first quarter, perhaps at the 
company's annual meeting. Most expect 
the dividend won't be more than 50 cents a 
share annually. Regulators forced Citicorp 
to suspend the dividend in late 1991. before 
the regulatory pact was siened. 

"I'd be real surprised if they didn't 
initiate something involving ihe divi 
dend. sakl Diane Glossman. banking ana 
lyst at Salomon Brothers. It's most likely 
to be a token dividend imtiullv." 

Aside from the possibility of a dividend 
reinstatement, the cessation of the pact 
would give the nation s biggest bankine 
company further room to expand business 
lines. Among other things, the agreement 
has restricted the bank's ability to expand 
through acquisitions. Mr. Reed recenih 
•«M .-r.-'ovees that although Citicorp will 
be cuttirx additional costs, there will be 
• ap'isl Pliable for growth. 


Citicorp wasn't thr - r - so called 
money-center bank to cwm* under lighter 
regulatory scrutiny. When BankAinenca 
Corp. faced acute financial difficulties in 
the mid-1980s, it also was required to sign 
an agreement with regulators. 

In late 1991 Citibank, the banking com- 
pany's main bank subsidiary, was also put 
on the Federal Deposit Insurance Corp.’s 
list of "problem" banks, a list reserved for 
banks in dire financial straits. It has since 
been removed from the list, people close to 
the bank say. The FDIC declined com- 
ment 

Like the rest of the banking industry. 
Citicorp's recovery has been helped by 
wider net interest margins, or the differ- 
ence between loan rates and the banks' 
own cost of funds. In addition, the real- 
estate market has stabilized and became 
more liquid, allowing for the sale of some 
assets. Close —mlatory scrutiny also 
helped the bank recover. 

"A number of areas of (regulatory! 
concern have been either totally or par- 
tially alleviated." said Ms. Glossman of 
Salomon Brothers. 

Since the 1992 agreement. CiUcoro has 
sharply raised its capital ratio througn 
asset sales and stock sales, as well as 
greatly reduced expenses. In addition, the 
company overhauled its management by 
putting in new systems for tracking the 
risks from loan portfolios. It tapped Chris- 
topher Steffen, the former chief financial 
officer of Eastman Kodak Co., to oversee 
fintndal controls and expense manage- 
ment. 

Problem loans are also on the mend. 
Nonperforming real-estate loans have 
fallen to M.l billion, from S5.6 billion one 
year ago. while reserves have risen to 100% 
of nonperforming commercial loans, from 
20% three years ago. It is now considered 
"well-capitalized" for regulatory pur- 
poses. 

The decline in problem real-estate 
loans is "better than I predicted." Thomas 
Jones, executive vice president, told ana- 
lysts last week. Another strong sign of 
i m prove d financial condition was a state- 
ment by Moody's Investors Service Inc. 
that said it was reviewing Citicorp's Baa-1 
credit rating for a possible upgrade. 


JUMEKKIN INKER Monday. January 24.1994 

Tigert’s Hearing for FDIC Post Expected on Feb. \ 


Word last week was that Feb. 
I is the date for Ricki Tigert’s 
confirmation hearing before the 
Senate Banking Committee. 

The Washington 
lawyer was nomi- 
as ted Nov. 17 to 
head the Federal 
Deposit Insurance 
Corp. She is expea- 
ed to win Senate ap- 
proval as no oppo- 
sition has surfaced. 

* * * 

Former Sen. Alan Dixon has 
signed on as legislative counsel 
to the American Council of State 
Savings Supervisors and will ad- 
vise the organization on the ad- 
ministration’s plan to merge the 
federal banking agencies. 

Until his upset defeat in the 
1992 Democratic primary, the 


Illinois Democrat was among 
the most powerful members of 
the Senate. 

* * * 

Boston-based activist Charles 
R. Stith has been named to the 
National Advisory Council of 
the Federal National Mortgage 
Association. The council is 
made up of industry executives 
and activists. 


Treasury Secretary Lloyd 
Bentsca will appear before the 
House Banking Committee in 
early February, probably on the 
8th, to kick off the panel's inqui- 
ry into the administration’s 
to consolidate federal banking 

The administration appears to 
be stepping up its campaign to 


merge the agencies. Last 
Wednesday, Treasury Under 
Secretary Frank Newman 
briefed a group of House Bank- 
ing Committee aides on the 
plan. He had briefed Senate staff 
members the week before. 

Among other thing *, he said 
that the Treasury had begun a 
cost analysis to see how much 
money could be saved by a 
m er g er . 

Meanwhile, Mr. Bentien has 
joined the ranks of those em- 
ploying euphemisms for the 
1 987 stock marka crash. First, it 
was called a "marka correc- 
tion” by revisionists. Then it 
was termed a market break. The 
Treasury secretary’s choice: 
"sharp decline in equity prices.” 

He used the term in a recent 
letter to heads of the Federal Re- 
serve. the Securities and Ex- 


change Commission, and th 
Commodity Futures Tradin 
Commission asking that they n 
establish an interagency workir 
group that was set up after th 
uh, sharp decline in equii 
prices. 

* * * 

The General Accounting C 
fice plans to review the cor 
mem letters regulators get c 
rules proposed to revamp Cor. 
munity Reinvestment Act e 
foroement Comments are d\ 
by Feb. 22. 

Rep. Joseph P. Kennedy : 
asked the GAO to go throw 
the comment letters and repc 
on the concerns expressed. T 
congressional watchdog age 
cy’s report will help the Mass 
chusetts Democrat direa hez 
ings be plans on CRA. 
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Reno Sends Lenders a Message mm mm 

With Penalties in 2 Bias Cases Monday. January 24. 1994 


By CLAUDIA CUMMINS 

WASHINGTON — In an- 
nouncing lending-bias settle- 
ments with two small hanlt* on 
Friday, Attorney General Janet 
Reno sent a powerful message to 
leaden: Shape up before the Jus- 
tice Department comes 

In the cases, the attorney gen- 
eral incl ud ed significant penal- 
ties as pan of the settlements, in 
order to punish the banks for not 
taking steps to end discrimina- 
tion until they were prodded to 
do so by the de partm e n t. 

Had they taken a more proac- 
tive approach, Ms. Reno said, 
government sanctions would 
have been far less severe. 

“For those who thumb their 
nose at us, I promise vigorous 
enforcement,” Ms. Reno said. 

The settlements »n«Mil»«i^ 
Friday were the third and fourth 
ever reached with lenders ac- 
cused of discrimination. 

First National Bank of Vicks- 
burg. Miss., was fined $800,000 
for allegedly charging blades 
more than 
whites for cer- 
tain home im- 
provement 
loans. 

Comptroller of the Currency 
Eugene A. Ludwig, whose office 
referred the case to the Justice 
Department, joined Ms. Reno in 
announcing the settlement at a 
news conference. 

The attorney general also 
re ac hed a $125,000 settlement 
with Biackpipe State Bank of 
Martin, S.D. The bank discrimi- 
nated against inri«»«i« the attor- 
ney general said, in pan because 
it refused to make secured ««»"« 
where the collateral was located 
on a reservation. 

The settlements are the first 
that move beyond differences in 
loan application denial rates be- 
tween blacks and whites. In 
these cases, the department 
looked into differences in fi- 
nance charges and other loan 
programs. 



First with Small Lenders 
The cases also were the first to 
involve small lenders: Vicks- 
burg has assets of $277 million 
and Biackpipe assets of $18 mil- 
lion. Until those agreements, the 
attorney general's staff had fo- 
cused its efforts on larger lend- 
ers. hoping that high-profile 
probes would send shock waves 
through the industry. 

“Today’s actions demonstrate 
that we will tackle lending dis- 
crimination wherever and in 
whatever forms it appears,” Ms. 
Reno said. “No loan is exempt, 
no bank is immune. 

“We will look into all types of 
loans in all kinds of banks. from 
big banks in big cities to small 
towns and small banks,” she 
added. 

A comparison of the settle- 
ments announced Friday with 
that reached in December with 
Shawmut National COrp. is re- 
vealing. To settle the Shawmut 
probe, the government institut- 
ed a $960,000 fine, all to be used 
to compensate victims. 

No punitive damages were 
imposed. Ms. Reno said, be- 
cause Shawmut already had tak- 
en serious steps to rectify its mi- 
nority lending record before the 
Justice Department began in- 
vestigating it. 

Lack of Remedy Cited 

First National of Vicksburg is 
only about l/100th the size of 
Shawmut, but its $800,000 pen- 
alty rivaled the larger bank’s. 
That settlement included a civil 
penalty of $50,000. 

The difference? The Vicks- 
burg bank had taken no remedi- 
al action before the investigation 
was instituted, Ms. Reno said. 

But officials at the bank dis- 
agree. John C. Wheeiess Jr., a 
member of the board of direc- 
tors, said the bank had «»k en sig- 
nificant steps to improve its mi- 
nority lending record, including 
the establishment of a fair-lend- 
ing committee and other “sub- 


stantial procedures,” he said. 

“Our primary thrust was on 
what the regulators had com- 
plained about the most, which 
was improper declines,” he said, 
noting that the bank had no 
problem in that area. 

Home-Loan Products 
Instead, the investigation cen- 
tered on two small home-im- 
provement loan products: a sin- 
gle-pay loan, in which the 
interest and principal were due 
at the same time, and a monthly 
installment loan, which charged 
a higher rate. 

Blacks and whites who chose 
the same type of loan were not 
charged different rates, Mr. 
Wheeiess said, but more blacks 
purchased-the second product. 

When the two loan products 
are combined, the total differ- 
ence in charges between blacks 
and whites was S6.000. About 
170 minority customers were 
discriminated against, the J-.s- 
tice Department alleged. 

“I think the main message is 
that the fair-lending laws arc 
much more sophisticated and 
require much more training 
than the banks have realized so 
far,” Mr. Wheeiess said. 

Mr. Wheeiess’ frustration 
with the fair-lending probes is 
echoed by others in the industry. 

“We’re clearly looking hard to 
eliminate discrimination,” f»jd 
Wuien Lasko, executive vice 
president of the Mortgage Bank- 
ers A sso ci ation. “It’s frustrating 
for lenders to make what they 
think are good-faith efforts and 
still have held over them the 
threat of investigation.” □ 
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2 Banks Settle Discrimination Allegations 


By Jerry Knight 


The g o v er nm e nt yesterday ordered a South nyiyrt a 
bank accused of charging higher interest rates on loaaa to 
Native Americans and a Mississi pp i bank blamed far dis- 
criminatiag against blacks to start remedial pro- 
grams for mmexity customers. 

Biackpipe State Bank in Martin. SJX. and Fmt National 
Barit o f Vicksburg, Miss^ agreed to set qp faw- 
aterest loan poois far minority borrow ers and to give cash 


loans because of their race. 

The two cases, announced by officials of the Treasury 

and Justice departments, are the latest maC 


b ago, Shawmut Bank of Boston was hit with a 


Compander of the Currency Eugene A Ludwig, the 
ov eram en t ’s cfak ' ’ 
es are meant to a 


Equal opport u nit y is the law of the land. We wiD enforce 
the law* 

Regulators said the caae against the Vicksburg bank be- 
gan when an anaiyas of the beak’s mortgage lending 
showed relatively few home loens being made to blacks. 
Examiners determined that the mortgage pattern was not 
the result of di a mmmati e m but found blacks were being 
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r than whites on unsecured 


To tattle charges bro u gh t by the 
promt's, the bu* agreed to pay a 
•5W00 penalty to the gomanm*. 
set up a special $1 miMion low-tmer- 
eu minority loan pool and pay $4,400 
each to 1.700 bbek borrower s who 


lathe South Dakota case. exmnm- 
an aid Badcpipe State Brok refused 
to aahe loans to residents of a nearby 
Man reservation, set tougher credit 
standards for Katiro American borw 


Tba bank speed to pay $125400 


Statistical studies have long shown 
that blacks and other uunonty bor- 
rowers are non kfcdy to be turned 
doroa for loans than whites, but until 
recently the government has brought 
re la tively few charges against lend- 

Now. banking regulators have 
started making special — 
of banks to see that they are living up 
to the Federal Co mm u n i ty Reinvest- 
ment AcL That law not only ban die- 
rri odna i io n in lending, but abo re- 
qwrea banka to meet the financial 
aeada of aB members of their conanu- 
ahiasL 

The ad minist ration recently pro- 
damwd a new uu^ipntation of that 


As is usual in such cases, both 
banks agreed to penalties imposed by 
the government but did not admit 
they had discriminated agMut nnor- 

f«y borrower,. 


and minority neighborhoods to the 
same extent that they serve affluent 
white areas. Under that standard, a 
bank that has a 10 percent share of 
the market in a cdy also should be 
providing 10 percent of their bans to 
poor and minority neighburhood*. 


tawilort Bnrinen Da % ★ Monday. January 24. 1994 


Thrift Bailout Costs May Pleasantly Surprise Some 

Thanks To Low Interest Rates, Expenses Have Held Below Highest Estimates 


At ike Rcsoiauoa Trust Corp. mad* 
down nt job of sdlmg off the aatioa** 
failed ilmft*. the fatal cou of the 
bailout it hecommg dear, and if* 
*hghth hener than expected. 

Industry experts md a ding bunk 
fcwuiort. government ec ono mists end 
a rviak rau a« firm — mom pat the com 
between SIM billioa and SI7S Wkm. 
md nd mg the eotu of thrift fsilarts ia 
the i«art just before the RTC we* 
created but eadtalMM mterett cost*. 
That'* aot e paltry mat. but it's bdow 
the worst-cate estimate made by the 
Both administration m I WO. 

d Regulation 

The find com tadadet al the dealt 
redwd after the Federal Savings and 
Loan laturame I'ucp weal bankrupt 


pte-RTC thrift loahato 


(adapt* that had to be handled eten 
before the RTC wa»«ct upm IVKV 
The cost i* "well aho*c the onfmal 
estimates m IW9 bw bdoa ettnaate* 
in the spring of 1991 and 1992.** utd 
one congressiaaal tuiT aide. Estimate* 
earn ran a* low a* S50 billion and at 
htfh at S2tt» Nihon or more. 

Sal he added. "If* hard to he 
pleated about SI5S billion. Thh it an 
outrageous and appalbng debade. If t 
juu tightly lets then antiopetcd.'' 

TheRTCstiHhasblintoIvcM shrifts 
on its hand* and about S70 billion in 
untold a**et*. but expert* behest the 
errirt it all but oser Banh regulation* 
dictate that the RTC mutt he out nt 
butanes* by next sear 
"Horn a pubbe policy per sp ective, 
everything is done. The tire's beta put 
out. but there's «tiD some smoldering.' 
tatd Ben Eh. prcadeui of consulting 
firm Els * Co. in Alexandria. Va. The 
RTC hat bawdaicd bft> thnl is and sot* 
over S4UI billion in attett. 

Only a few sear* ajo. the projected 
con of the bailout caused a storm of 
controver ts , since the estimates kept 
rising as tune went on. Co ap rrn 
Mamed bank regulators for letting the 
criaebrewr too loaf. 

Today, tome regulators believe the 
bailout was a barytaaa compared to 
what a could have been had Merest 
rate* not dropped to low. With low 
mterett rates, beaks and thrifts could 


S&L Bailout Costs 


HUMS muse SUOMI me Cempoeavo C«aier twerng act 

el star. Mer rtuc aem aentnut* SO-10.S 


rates that IcH lev* sharply. Alternati- 
vely. they could tascst the cheap funds Of course, some say a higher prior 
m government wcuntiet. ass pud Ihaa the final figures thou 

Lower rate* also b r o ught down the "The teal cost to soon* is what 
RTC* borroamg costs and rawed the could have been dear wnth those funds, 
value of thrift assets, mam of which are the investment opportunities that were 


Lower rate* aho b r o ught dowm the 


"A lot of the p robl em assets ate 
being sold for more than people 
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Depositors Call 

Mutual Savings Bank Sales Unfair 


By KEITH BRADSHER 


GRAHAM. N.C.. Jan. 20 - For 90 
year*, the merchants and workers of 
this quiet Southern town have stashed 
their spare dollars and sought home 
mortgages at the Graham Savings 
Bank, a depositor-owned savings and 
loan association here. 

Now, in one of many deals reshap- 
ing the savings and loan industry, the 
board of the savings bank has sold it 
to a big bank in Durham. N.C. The 
transaction enriched insiders — the 
chairman obtained an arrangement 
worth up to 25 years’ salary — but 
infuriated many depositors, who con- 
tend that they were barely compen- 
sated for their stake in the institution. 

Willie Mae Currin, a Graham Sav- 
ings depositor since 1958. corned a 
now-popular phrase here when she 
described the payments to the man- 
agers of Graham Savings as "green 
palm slime" in a letter to the local 
weekly newspaper. The Alamance 
News. Mrs. Currin, a daughter of a 
tobacco farmer in nearby Granville 
County, said the phrase came from 
her girlhood. 

"When the pond gets polluted, 
there’s green slime on it and some- 
thing needs to be done right away.” 
she said. 

That feeling is shared by a growing 
number ofFederal regSauJs. w 3 
have watched top executives profit 
handsomely in deal after deal around 
the country, as depositor-owned mu- 
tual savings and loans have disap- 
peared. Some, like Graham Savings 
are bought by big banks. Others, like 
^ <'.I e *V Po ‘ m Savings Bank in 
Flushing. Queens, are being sold to 
investors through the of 

stock. Last year alone. Ill of the 1.343 
mutual savings and loans in the Unit- 
edStates ceased to be owned by their 
depositors, according to figures com- 
piled by SNL Securities L-TTfSE- 
cMI research firm m Charlottesville, 

Many state regulators, lawyers and 
wecxitivM in the savings and loan 
industry have praised the sales as a 
way to allow often-stodgy mutuals to 
£^.^T y ! nd . COmpcte l»e»ier with 
banks and other financial rivals. Mu- 
tuals tend to be stodgier than share- 
holder institutions because their 
££ r ^‘ W ? r , 0n ‘ y 10 *** depositors, 
who seldom take an interest in push- 
ing management to compete aggres- 
sively and increase profits. 

New limits on the deals seem likely 
bwause Congress and the Clinton Ad- 
ministration are increasingly wor- 
ried that top executives at mutual 
savings and loans are pocketing large 
profit* in the transactions. Congress 
needs "to prevent directors from lin- 
ing their pockets at in* expense of the 
association’* owners, its depositors, ” 
said Representative Henry B. Corns 
tei. the Texas Democrat who heads 
d* House Banking Committee. 

Mr Gonzalez and other Democrat- 
ic and Republican leaders of the com- 
mittee have jointly introduced legis- 


lation that »ouid tempur «i <.y •• -m *hr 
•ale of mutuals, and then impose new 
limits on executive compensation in 
future deals; the first hearing on the 
bill was held last week. 50 miles west 
of here in Winston-Salem. N.C. The 
Ind epen den t Federal Deposit Insur- 
ance Corporation board is scheduled 
to draft new guidelines for the deals 
on Monday and issue them for public 


Purchaser Makes a Profit 
The Federal moves are inspired by 
cases like that of Andy C. Moumger, 


of Graham Savings when he negotiat- 
ed its sale last summer to the CCB 
Financial Corporation, the holding 
company for the Central Carolina 
Bank and Trust Company in Durham. 

Graham, which had 26 employees 
and SI 10 million in assets, was valued 
by an independent appraiser at 820 
million, but effectively cost CCB less 
than 87 million. Because Graham had 
far more capital than regulators re- 
quired for a bank iu size. CCB is 
posting a 813 million profit on the 
purchase. Such profits are common 
for banks buying mutuals. 

According to the prospectus for the 
transaction. CCB agreed to increase 
the annual salary and director’s fees 
of Mr. Moutnger. who is 70. to 
8182.000. from 8! 13.400. and guaran- 
tee them for five years. CCB will then 
pay him an annual retirement stipend 
of 8102,000 for 10 years after that. 
CCB also granted him stock options 
plus 8780,000 in free stock and 
8280,800 to pay the taxes on the free 
stock. 

At the same time. CCB agreed to 
allow Graham's depositors to buy up 
to 820 million of iu stock at a discount 
of 5 percent — or a discount of IS 
if they agreed to hold it for at 


percent i 
least six 


only 84 million worth of CCB stock. 


S BPS 


depositors of savings and 

■*— been reluctant to 

out of certificates 
a bank’s stock. 


block the 
transaction in a proxy vote on Sept 
21. CCB and Graham Savings decided 
on Sept. 20 to cut tai half the free stock 
and tax paymenu for the officers of 


to pay a bonus of 2.25 percent on a 
deposits. Mr. Moumger kept the 
guaranteed salary, director’s fees, re- 


The deal was approved with 53 

■*** n a proxy contest 

. Cary D. Allred 
ry, have filed suit 
verturo the vote, 

board should not 

have changed the terms of the deal on 
-ho ct notice. 

They are also protesting 

— * ie of general r 

i signed by depot 

.«ersr^“ " 

ity t 

their 

Graham Savings has refused to sav 


how many gt lerai pr were in- 
cluded in the 53 percent majoruy 

North Carolina regulators have ap- 
proved the use of general proxies in 
vote eon dte sale of a mutual savings 

Mr. Moumger underwent heart 
surgery last month and stepped down 
as president of Graham Savings 
while continuing to serve as chair- 
man. ThU will not affect hU guaran- 
teed annual salary, said Ronald D. 
Baxter, a lawyer at Ward & Smith, 
the taw firm in Raleigh. N.C. that 
represented both Graham Savings 
and CCB in the transaction. 

To continue drawing the salary, 
Mr. Moumger must work at least one 
d-y a month. “He has to show up for 
monthly board meetings," Mr. 
Baxter said. 

Mr. Moumger declined to com- 
ment. Mr. Baxter said Mr. Mouinger 
and other corporate officers deserved 
the compensation more than the de- 


Regulators are 
concerned about 
profits savings 
executives reap. 


positors because the executives of 
Graham Savings had run it success- 
fully for many years. By contrast, he 
said, the depositors had nothing to 
looe during that period because of 
Federal deposit insurance. 


risk, so what exactly are we reward- 
ing them for?” Mr. Baxter said. 

But some local rendenu comend 
that Mr. Motsingers salary of 


Graham, which has 10.000 people, an 
average household income of 824.509 

882. Ko’ ^ *" * Ver ** e hou * e prtce 01 

The top officials at Graham Sav- 
ings “are extremely well paid m com- 
parison to the salaries and wages of 
the depositors, who are mainly work- 
ing people like textile workers." Mr. 
Allred, a depositor who is suit* Gra- 
ham, said. 

Mr. Baxter also said the directors 
of Graham Savings had not e 
the sale of the institution t 


thought Graham Savmgs had little 
future as an independent entity. Iu 
depositors and borrower s were aging, 


gages, he said. “| saw most of the 
directors cry during those deliber* 
uona" to sell the institution, he added 

CONT. 
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COHT. 


Corunna taw say* a ' jiuai lives during the sales of » 


ion and horrwm. bui eoun cases regulations apply only to federally 
Mtt«: Dir tat . IMS's have limned (he and state-chartered savu«s and loan 

legal nghu of depositor* said David * ‘ ' — - - * 

Worth, counsel for the No.nh Carolina 
Comm er ce Department's Savings In- 


(he Insucut ion’s fate. bin c 


At (he Con g re ss io n al heating 
nook in Winston-Salem, sends 

g North CaroMnaregniaien and 


(end savings banks in (ha last sev- 
eral years, partly because the annuel 
rrgnlatory compliance fees are e lew 

■* dollars a veer lower (ban* 

But 001 


mat for other rafters. 


(herbs tiger 
e virtually m 

cnoa ■ non an taStiUU ~ 
alao reflect a desire by 



were needed. Stephan E. Fnbaakt. 

(he dtvWon's deputy administrator. 
nMwd a »— »g round of applause 

whan he told the two North ^rni*” 

Democrats hoidtot (he hearitmRep- (ion in ths sales of their tnstkwi 

ree en mu v es s 5 heu LnS eS M ~*‘‘ **-“**“ k “ “ 

MaMnL Watt, that savings 
uch right* 

> vote for 


and chief executive of the Central 
Caroline Bank and Trust Company. 



i of Graham m the sale. 

wee the counsel for the state's sav- 


ly socialised control" and a vtotaiion tags and loan i 
of Stases' rights. Legisletur. R 

The Office of Thrift Supervision, an dinners. “I gm 
Jiowry «f the Treasury Department, pooood. and than i left, he agtf in n 
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China to Expand Foreign Banks’ Rights 
As U.S. Helps With Economic Managing 



srtsfsnrs In addttton, Internal Revenue 
Service officials will advlee China on the 
dwtaopm eni of a more-tfflcietn tax-coUec- 
ttan tystsm. Because of the way that 
China s tax reven ues flow up from the 
etvod by the ern- 


es U needs, 
o sold It wig 


tive offices as long as they don't engage 
in profit-maktaf activities. China wUl add 


China also agreed to « 

aBowtaf bonks to transect Nirtnm ui 
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Residential Real Estate Market 
Appears Headed for a Recovery 

Prices Level Off and Sales Rise in New York Area 


By NICK RA VO 
i yean of slumping Mies 
and plummeting prices, the residential 


real estate market in the New York 
restate starting to rebound, according 
to housing analysts. 

Though the recovery is not as robust 
as in other parts of the country, like the 
Southeast and the Rocky Mountain 
states, the precipitous slide that saw 
home values in the region plunge by 
dou b l e -digit rates in the late 1960’s and 
early 1990’s appears to be ending. 

Prices in most pans of New York, 
New Jersey and Connecticut were gen- 
erally flat in 1993, but that included a 
depressed first quarter. 


not expect the real estate mar- 
ket in the tri-state region to bounce 
back to prerecession highs anytime 
soon. 

Even so, there were signs of vigor in 
some sectors of the market. Prices for 
all homes in Fairfield County, Conn., 
for example, rose by 9 percent, to 
$204,790 from $199,000, while sales in- 
creased by 7 percent, according to The 
Commercial Record, a real estate 
j newspaper in South Windsor. Conn. 

Elsewhere, condominiums m Man- 
hattan rose an average of 9 J percent in 
sales price in 1993. to $339,788 from 
$307,080 the year before, while the 
number sold increased by 20.7 percent, 
according to Yale Robbins Inc. a real 
estate research company m Manhat- 


Are 


The strength of the market, however, 
was clearly apparent in the growth of 
home sales last year and the decline in 
the numbers of homes being offered for 
sate. In Westchester County, for exam- 
ple, sates rose for the second year in a 
row in 1993, by »J percent, and the I investors, who find them' easier to buy. 
number of homes offered for sate last isell and rent than apartments in re- 
year dropped by 000, or by 7 percent, ' strict ive co-op buildings, many of 
Real estate brokers attributed the Iwhich are also burdened by high main- 
increase to a number of factors, includ- \ tenance costs and are often viewed as 
•lless financially stable, carrying with 


Ing lower interest rates, eager first- 
time buyers, and an economy that most 
analysts believe is slowly gaining mo- 

"We are just suiting to i 
pick-up, mostly because of the favor- 
able interest rates" said Amos 
economist with the Port Authority of 
New York and New Jersey. “As long as | 
you have favorable interest rates, that 


Housing analysts cautioned that al- 


prices, are rising, buyers and sellers 


them the burden of separate underly- 
ing mortgages. 

Perhaps because of these draw- 
backs, the co-op market continues to 
lag. A study by Douglas ElUmaa, a 
Manhattan real esute brokerage, 
found that coop prices in Manhattan 
fell 3.1 percent in 1993. to $99,788 per 
room, from $98,820 per room, continu- 
ing a slide of more than 29 percent 

nee 1989. 

Brokers said that many co-op build- 
ings hi New York still have a large 
number of unsold apartmenu that are 
owned by the buUdk«r s ponsors. A 
glut of smaller units in tess-than-prtme 
neighborhoods, in many cases coops 
c onver t ed in the market's heyday of 
the early and mM-1909's. have also 


“There is an oversuppty of studios 
and one-be dro oms." said Aten Rog- 
ers, m a nagin g director of Douglas 
ElUman, who added that prices land- 
ed to rise slightly — or showed small- 
er declines — for larger apartments. 


areas, like the Upper West Side. 

Prices also drifted downward for 
coops and condominiums in the sub- 
urbs and for aU types of boush« in 
areas hit hard by job teases and popu- 
lation dec li nes, particularly pans of 


prices statewide fell 0.4 percent to 
$I34..*» from $139,800 while the 
state s overall population fell 0.1 per- 
cent. „r by about 2.000 people 
"The rest of the state would look a 
lot worse if it wasn't for Fairfield 
County," said Vincent M. Valvo, edi- 
tor of The Commercial Record. 

For the first 10 months of 1993, 
home prices fell significantly in Hart- 
ford County, by 4 percent, to 9129400 
from $131,000, and in New Haven 
County, by 14 percent, to $121900 
from $129400, in large part because 
of layoffs at insurance companies and 


: of the depressed 


Even in i 


year. In Hartford County, for exam- 
ple, they rose 14 percent and in New 
Haven County by 1.9 percent. 

The phenomenon of decreasing 
prices but increasing sales occurred 
throughout the region last year and 
may set the stage for higher prices in 
the future, housing analysts say. 

While sate prices decreased for 
Manhattan coops, the number sold 
increased by 1J percent. In northern 
New Jersey, home prices fell 0.1 per- 
cent. to $184,300 from $189,700, but 
sates rose 1.3 percent. The median 
price of a single-family home sold in 
New York City declined by 1J per- 
cent to $181000 from $185,000, based 
on figures as of June 30 of last year 
and compiled by the city's Office of 
Tax Policy. The number of sates in 
the city, though, increased by 7 per- 


In other areas, prices declined by 
2.7 percent, to $240,000 from $248400. 
in Westchester County, but the num- 
ber of sates there rose by more than 9 


"We saw multiple offers for the 
first time in a long time," said Save 
Fries, president of the Westchester 
Multiple Listing Service. "These 
were from buyers who wanted to nail 
down a good price before interest 


I. they are • 
tially tower than in the lOOTs. The 
average 30-year fixed-rate mortgage 
today carries an interest rate of 7.18 
percent, and adjustable-rate mort- 
gages, with a two-point annual cap 
and a six-point lifetime cap, average 
4.31 percent, according to HSH Asso- 
ciates, a mortgage information firm 
in Butler. N.J. 

The drop in rates means that a 
home buyer taking out a $190,000, 30- 


pay $1414.12 a month compared with 
$1,434.18 a month in 1906, when the 
average 
current 
an (he a 

**fi.*5 


11.09 percent. The 

current first-year monthly payment 
on the average adjustable-rate mart- 
would be $743.19. 


age Kathy Saterm 
Cape Cod-style- h 
N.J„ and buy a 


y Salerno to sell her $198400 
l-etyte. 

I buy i 

wan an kt-grounu pool m 
Lake, NJ- in December. 

"Because al the economy, we could 

ntek and ChOOOQ — 

i. Salerno, a 

r for NYNEX in White Plains. 

“This was the perfect time for us to 
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buy a home. For investment pur- 
poses. the market can only go up — n 
can't go dov'n." 

Alan Yassky, a real estate broker 
in Spring Valley. N.Y., and past presi- 
dent of the New York chapter of the 
National Association of Realtors, said 
that home prices in 1993 would have 
been higher in many areas had it not 
been for an unusually bad first quar- 
ter. 

“The market not only appears to be 
stabilizing, but it is becoming rather 
healthy" he said. 

A pan from sales and prices, an- 
other measure of the vibrancy of the 
real estate market is new construc- 
tion. In Northern New Jersey, for 
example, the number of housing units 
authorized by the state rose 20 per- 
cent last year over 1992. according to 
the New Jersey Department of La- 
bor. 

Soma New Projects 

Even in areas where real estate 
prices continue to lag. developers 
have begun new projects. In Milford, 
Conn., near New Haven, Baker Fire- 


A growth in home 
sales reflects the 
market's strength. 


stone of Pleasamville. N.Y.. is build- 
ing 261 single-family homes ranging 
in price from $149,000 to $200,000. So 
far. 31 have been sold and a dozen are 
under construction. 

"Last year was our best in 27 
years." said Christopher T. Baker, 
manager of Baker Firestone, which 
built 536 homes between New Jersey 
and Massachusetts in 1993. compared 
with $6 in 1991 "Value is the key." 

"Interest rates are holding steady. 



a market, and things are coming 
back." he said. “People want to buy 
because they are afraid Interest rates 
— or prices — could change, and they 
could be priced out of the market 
again." 

Home construction levels, however, 
remain fa • below the figures of the 
mid- 1 980‘s, particularly in New York, 
where new building fell 3 percent in 
1993. 

Moreover, the value of all new resi- 
dential construction in the 17-county 
New York region. $13 billion, was 
about the same in 1993 as it was in 
1991 according to the Port Authority 
of New York and New Jersey. 

Mr. Ilan, the agency economist. 


declined in every previous year 
I9M. “We could be turning the o 
in *4“ he said. 


i 


I 


Housing Sales Rise as Price 
Patterns Vary 

Data reflect median prices and sales volume for all types of housing, 
including single-family homes, co-ops and condominiums, except 
for Manhattan. 
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Chaos Is King 
as Businesses 
Frantically Look 
for Office Space 

By DAVID W. MYERS r 

TtMBS STAFF WRITES 

F renzy gripped Lae Angeles’ Conner- 
dal real estate market Wednesday, as 
b usines s— whose offiess were dam- 
aged by the earthquake scrambled to find 
new space and building owners struggled 
to aase— their damage and persuade ten- 
ants to stay. 

Meanwhile, the sales of half a doxen 
high-rises around the county worth a toui 
of 1100 million were thrown into limbo, as 
buyers and their lenders demanded that 
the properties be reinspected. 

In the long term, real estate brokers said 
the quake might actually help the office 
market by spurn n* new construction proj- 
ects. But on Wednesday, chaos wee kfajg. 

“All hell has broke loose.'* said Mark 
Sullivan, who represents several San Fer- 
nando Valley and WesUide office tenants 
and owners for the Julian J. Studley 
commercial-brokerage firm. 

Hundreds of buildings m the Valley and 
other pens of Lot Angeles County re- 
mained closed Wednesday because they 
had yet to be visited by overworked 
government building inspectors, analysts 
arid. 

As a result, no one has been able to make 
a firm estimate of how much office apace 
had bean damaged or destroyed, although 
the figure will undoubtedly run into tne 
millions of square fast. 

“A lot of people don't even know if 
they're still in business, bacauaa they can t 
get in through their own front door.” sew 


Carta Gazaoio, a broker who runs 
the San Fernando Valley oper- 
ations of CB GommardaL 
Brokers said newer high-rises in 
downtown Los Angeles suffered 
little damage, and that all of them 
remained open. But some older 
str u ctu re s built prior to strict seis- 
nUe codas sustained z range of 
p roble m* from broken water pipee 
to aevere structural damage. 

8ome analysts worried that 
owners of buildings that sustained 
major damage might simply let 
their lender s foreclose. Property 
vahMi of some office coniplaes in 
the Valley and other parti of the 
county have dr opped more than 
20% over the past few years, so 
landlords have little reason to 
spend mllitons to repair their mon- 
ey- toting projects. 

But long term, brokers said the 
earthquake may provide tome 
benefits for the ovorbuilt office 
market in U» Angelci County 
Vacancy .ates across the county 
stood at about 19<& before the 
quake, a lofty figure that has 
discouraged new construction proj- 
ects and forced laadlardB to slash 
thaw prices in order to lure new 

But the quake apparently wiped 
out a good-tiae chunk of that 
vacant apace, particularly In the 
Valley. That could purit rental 
rat— higber and persuade develop- 
ers to finally launch new projects. 

*11— quake created demand for 
new office spate, and we haven’t 
had a lot of demand for quite a 
while.” said Ray Lepone. a broker 
in the down t own office of broker 
Grubb & Ellis Coi 

Broker Sullivan said he has been 

trytag to find tenants for lOQjOOO 
square feet of vacant office space 
for a building on the Valley's 
trendy Ventm Boulevard for sev- 
eral aaoutba. On Wednesday alone, 
he roeeived 20 calls from prospec- 


tive tenants by lunchtime. 

-Ul like suddenly. I’ve got U* 

hottest project in town." he said. 

But some h* 1 * *" *— owners look- 
ing to rent temporary space until 
their permanent headquarters 
could be restored were already 
conmlaining Wednesday that land- 
lord* were demanding exorbitant 
rents and move-in feet. 

Other landlords were giving pri- 
ority to tenants who would agreeto 

tign longer-term leaaea— adm- 
ail proposition for small butiaem- 

estl— tneedspaee for only a few 
Male. 

Pat Penney, owner of a small 
pubUc-relations firm in Burbank 
that bears her name, said die and 
bar assistant would Hkeiy be work- 
ing out of their homes for a while 
because their office building had 
been dosed. - 

"I gut— well just have to throw 
our computers in the ear and set up 
shrs> in our dene," said Penney 
i JXger businesses don't ha ve the 
luxury of being so mobile. 

Howard Levine president «• 
ARCS Mortgage, said the landin' 
giant’s sprawling headquarters ;r 
suffered major damag< 
from the Monday morning quakr 
The temblor forced the Are spnnk 
lets to go off. and they stayed <*. 
for three full hours— soaking thou- 
sands of important loan documents 
and cauting the ceiling to collapse. 

But since the mam computer 
ARCS needs to proce— flOuJO loan 
payments a month couldn't be 
easily uprooted. Levine —id the 
coeqmny could not simply move its 
operations to temporary quartos. 
Thanks to a round-the-clock effort 
by its staff and some good fortune, 
power to the building was restored 
Monday night and the computer 
came back on tine. 

With electricity restored, dosrm 
of company employee* spent T •in 
day and Wednesday using hair 
dryers end fens to dry out reams ni 
soggy loan documents. 

-We*ve had better working cor 
ditim,” Levine said, -but at kw 
we'rabaektn business." 
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More Red Estate Woes for L.A. 


Quake could send 
prices through floor 

JMrtfewJr. lento 

CkrnMttoinMv . 

Tta Northridf# MithqnalM wfll pro* 


has afUetei Ststhm California dnr* 
lag th» past five rears, moat aptrto 

Evu a bnforu thin quake, oooooate dot 


rtaavwra gs prices o f homaa th at did 
■ik sold plunged between 3 parctnt sad IT 
porceol m most loeattttoo. 

Ts a lot of people, the hnmortiata to- 
nmes 'HQ be to get out of Soothers Call* 
a," said Michael Qvney, profamor of 
ca and real estate at CbttforoJa State 
clwle University la Pomona. “At 


THI SOUTHERN CALIFORNIA HOUSING SLUMP 

N u mbwcf im# m d wh lkg komn n M h ibt S o vl mni C a Kfom ia tcunthti 


143314 


70343 


-303% 


29.90 


33337 


2Q332 


-42.9 


34327 


20333 


17312 


-40.1 

-30.1 


44,936 


331337 


17A9S4 


tbs properttos involved. 


them the loin lei in b wfl * 1 of b> 
eating la a particular region. The powerful 
Bytaar earthquake of 1971 had no stgam- 


I whether to move to Southern CbUf or 
s may have another reason not tot" 

Pst '.tool, president of the California 
it in of Realtors, said that the 


a ton 



mrge in Southern California as people 
move away from the quake area to parts of 
the region where there was no rtgnfflcagt 
damage. Most other experts think panto 
•eRIng In the area eoaptod with weakened 
demand because of tho quaks could send 
prices through tbe floorboards. 


• as si rays 


But the Northiidfe quake's blow to tbe 
Infrastructure — the bridges end high* 
ways that are the lifelines of commerce 
and commuters in the LoeAngetoeregtoo 
— could scare a lot of businesses swap. 
Ihs Syimar quskc damaged many build* 
' t roadways relatively unacath* 


Ing^ but left n 


to panto after an earthquake, 
— J They regard aerth* 
toddan U and weigh 


The commercial real estate market In 
Smthern California, which had dilerto 
rued In step wiib the bousing market, was 
sinewing faint tig os of recovery before the 
q take, according to Hike Evans, national 
4 rector of real estate with Irwt 6 Young 
ir San Francisco. Now, he said, the recov- ' 
my wilt vanish. 

"In the past six months, we saw more 
Interest — particularly from fordgn buy* 
eti I Just don’t think those people will 
bivean Interest now. Par the foreign him 
er. earthquakes are e real stigma." 

Ike atifiaa win apply with extra force 

to Morthridge, the epicenter of the quake. 
Aiqr property in or near Northridge could 
bo t tough sell for yean to come, ml es- 
tate experts said. The same holds true tar 
parts of Antelope Valley end Santa Monica 
that were Isolated by the destruction of 


Bon Binaeocr, president of the San 
Ftaadsco Aseodatton of Realtors, died 
the experience in the onee<ovotad Marina 
District, which was hit hard by the Loma 
Prists earthquake of MOfc Mua of the Ma> 


kmUOkmud— a peritouriy shaky 

linda Sorvto, ownar of Hartford Prop* 
ertlm, whkh handles many properties to 
toys bouses that eoMfor 980 


the Martoa, says bouses that ai 

000 to UOOiOOO before Loma Prieto can be 
had today for a bit more than 1000.000 - 
eves those that wertul significantly dim 
aged by the quake. Turnover tn the Mwt- 
nagdungod eloee to aero for two years, and 
baa rinee comeback "very slowly." 

Ryder Truck BantaL tha Miami-based 


quaks to scare many peo- 


ple out of C 

37 percent of the company^ customers to 
Us Angelee move to destinations outside 
the Mata, but tbe figure Jumped to 96 per- 
^aftortwoMgearthquakeasinickeaar 
« l^WMd Mg B^r-to 
June tWllbo exodus may have been a» 
eeteneted by the May Ktog riots of a 
tow weeta oaritor, a tydar apekuaan 
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American Banker 

Lobbyists Hope Congress 
Will Do No Harm 


■ hniOl'M UAKS30N 

WASHINGTON - As Con- 
gress returns today for the new 
legislative \ear. the first order ot 
"usiness ”.s Jo no harm." warns 
Nam Bantista. president ot the 
Financial services C ouncti. 

Mr. Baptista and others doubt 
that muen in the wav of banking 
legislation will pass this year. 
But the potential tor damage is 
great, thev sa\. 

Legislation regulating bank 
sales ot mutual funds could limit 
hank powers. Mr. Baptista 
warns. And a bill taking shape in 
the Senate would restrict bank 
insurance powers, while autho- 
rizing interstate branching. 

“Do I think interstate and in- 
surance will pass?** asked Karen 
Shaw, president ot the Institute 
Tor Strategy Development. “No. 
But no nans that cares about in- 
surance can atTord to be idle.” 

Will It Mean Anything? 

Overall. Ms. Shaw said. “It’s 
going to be a very busy year. But 
whether it will be a consequen- 
tial vear is soil in Uoubl " 

The legislative season official- 
K begins sodas, as Congress re- 
turns to near President Clinton s 
State ot the l nion address. But 
the year won't get underway m 
earnest until next month, when 
i dngress neems dealing with the 
big issues. 

At the ton ol the agenda is reg- 
ulators consolidation. The Fed- 
eral Riser- and the Depart- 
ment i: Ireasurs have been 
engaged :r. a tense, hign-stakes 
name omv :r.e administration s 
nroooscu smEie-rccuiaiorv ss- 
!em. ar.j ir.e oank inuusirs n.» 
•ven cauent :n me middle 


Anything Would Be Disturbing 

Even if the agencies compro- 
mise. the results could be unset- 
tling tor banks, said Kenneth A 
Ciuentncr. executive vice presi- 
dent tor the independent Bank- 
ers Association ot America. 

One compromise oetng talked 
about would give the Fed re- 
sponsibility for large banks and 
state-chartered institutions that 
are Fed members. The Federal 
Deposit Insurance Corporauon 
would lose regulatory authority. 

“Taking the FDIC out would 
be a massive earthquake*' for 
banks, said Mr. Guenther. Even 
though the FDIC currently 
shares authorttv with state agen- 
cies. he said, for all practical pur- 
poses. the insurer ‘is the regula- 
tor for state-chartered banks.” 

Edward 1.. Tingling, cnief lob- 
byist tor the American Bankers 
Association, thinks, however, 
that banks hold the trump card 
on consolidation. 

“What reallv determines the 
future of that is whether the 
committees can come up with a 
plan that is acceptable to the 
banking industrv.” he said. 

“That means preserving the 
dual banking system, if thev can 
do that, there's a good chance 
(for legislation!, if not. it will 
stall." 

A number ot other issues will 
get attention as well, among - 
them: 

• Community development 
nanksano regulatory relief. Both 
the House and Senate have 
passed bills that provide federal 
assistance to community devci- 
ooment lendine institutions anu 
also ease some rccuiattons oanks 
nave comoiamcu aoout. rassaee 
:s expected tms vear. 


• Bankruptcy reform. The lull 
Senate is expected to take up leg- 
islation that is aimed at limiung 
the number of individuals that 

use bankruptcy procecdmux u- 
avoid repaving loans and otner 
debts. The House Judiciary 
Committee could vote on a sim- 
ilar bill this summer. 

• Fair Credit Reporting Act 
amendments. Bankers are par- 
ticularly concerned about a 
House subcommittee-passed bill 
that would make it more diffi- 
cult to obtain lists of qualified 
credit card customers irom cred- 
it bureaus. 

What WIU Whitewater Mean? 

One wild card in this year's 
legislative game is the burgeon- 
ing scandal over President Gin- 
ton s dealings with a tailed Ar- 
kansas savings and loan 
association. That issue, which 
fails squarely within the turisdii- 
uon of the banking committees, 
could lead to a more partisan at- 
mosphere on the two panels. 

For banks, who oiten depend 
on a coalition ot Republicans 
and conservative Democrats, 
the prospect of increased parti- 
sanship can only come as bad 
news. _ 
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Fed Aide Says Superregulator Plan 
Probably Needs Big Changes to Pass 


;-.y l LAl DIA (TMMISS 

A ASHIN( iTON — rhcClin- 
ion administration's regulators 
cunsoiidation proposal is un- 
iikelv to pass in Congress with- 
out substantial changes, a Feder- 
al Reserve official told banners 
Iasi week. 

Opposition from kev Republi- 
can lawmakers, banking groups, 
and others will force the plan to 
he amended to ensure congres- 
sional passage, said Winthrop 
Hamblcv. a congressional affairs 
official at the Fed. 

M Consolidatton of the federal 
banking agencies ts more possi- 
ble now than it has been in a 
long time." he told a conference 
sponsored bv the San Francisco 
Federal Reserve Bank. "Change 
is possible, but if change comes, 
it likely will not be identical to 
Treasury's proposal.” 

Richard S. Camell. assistant 
Treasury secretary tor domestic 
finance, disagreed, saying the 
Treasury plan in its current form 
has a good chance of wmntnc 
nassage. 

Mr. Ilamhlry's comments 
were the latest shot taken bv the 
Fed at the administration's plan 
:o merge tn ;• lour nanking age?- 


.:cs into a single suoerreeuiator. 

Fed officials have warned that 
tripping me central bank of reg- 
ulatory oversight, as tne admin- 
istration plan would do. would 
mnaer its ability to cany out 
monetary policy*, discount win- 
dow operations, and payments 
system functions. 

The Fed. along with some 
oanking groups and state regula- 
tors. has been lobbying Treasury 
officials to alter the plan. In par- 
ticular. the Fed wants more 
modest consolidation, to two 
regulatory agencies: the Comp- 
troller's office and the Fed. 

Leach's Coopetiag Alternative 

In addition to such powerful 
opponents, the administration 
must contend with Rep. Jim 
Leach, ranking Republican on 
the House Banking Committee, 
who opposes the plan. Mr. 
Hambiey said. Rep. Leach has 
already introduced a more mod- 
est consolidation bill 

” A former factor which may 
weigh heavily in congressional 
deliberations - cspectallv in an 
election year - is the late o? 
tnousands oi affected agency 
employees under consolida- 
tion.” Mr. HamMey said. ’’Thus 


:zt. reformers nave turdiy au- 
orcssco ion sccurttv and com- 
pensauon issues crucial to their 
.onsutuents." 

"More important, i: regula- 
tory consolidation begins to 
move. :t could attract amend- 
ments - on interstate banking, 
bank insurance sales, and bank 
mutual fund activities - that 
would greatly complicate its pas- 
sage.” he added. 

The Treasury Department is 
expected to send its proposed 
legislation to Congress early in 
February-, and hearings will be 
held on n then. 

Despite pr obl em s with the 
Treasury plan. Mr. Hambiey 
said, he expects consolidation to 
be a high-profile issue on Capi- 
tol Hill in coming months. 

Calls to "reinvent govern- 
ment.” support from the chair- 
men of the House and Senate 
banking committees, and bank- 
ers' growing frustration with 
thetr regulatory burden make 
agency merger a strong possibili- 
ty-. he raid. 

"Certainly, the prospects for 
vonsoltdaiion arc better than 
they were only a few months 
ago.” Mr. Hambiey said. . 


RTC Sells Pa/s National First to Investors 

PITTSBURGH — National First Mortgage Corp. has been 
acquired (rum the Resolution Trust Corp. by a group of pri- 
vate investors, tne company said. National services about i- 
billion ot mortgages and originates about 5500 million a year. 

Its parent. First Federal Savings and Loan Association ot 
Pittsburgh, was placed in receivership in Januaiv I9Q|. 

National First, whose business is concentrated in western 
Pennsylvania, said it was weighing extensions ol its business 
t altiomia. Fionaa. Mamand. Virginia, and Colorado. 


IS33I 



Economy, Foreign Policy Give Clinton Boost in Poll 

Survey Shows 60% Have Favorable View of Ptesident; Whiteimter Makes barely a Ripple 
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Gov Clinton s exemption from ethics 

T T T :en new Whitewater • rvciai counsel huner .isciosures ur.ee r anotncr .section oi tnc euucs ia-.v 

\A I II Kiskejr eets:i' wore in earnest, w natn-.- '".•.at disclosure consisted o: a :'ianKel statement 
“ ▼ von t tins :.s .un«i> : important as wr.at r.. mneoniv tna: Mrs. Limton nas- source ut income 

ou tins. What s rr.tssim: a .--ev .\ .-Kansas ctsrjac Tin tr.c hose ww nrm. wnicn remuanv ui j nusuies? 

i -interest provision -vmiiu nave tnven Mr itn me state, car it provided no Jctaus aoout ncr 

r akes invcsucarors a neaa sum on tnc mo I2:at ore- rents or aoout r.er contacts wain me state, tnciuo- 

■-.sion was m a :':il rnruunc tt. wav rnrouen tr.c :uz ncr representation or the raiiine Madison tiuar- 

Vrxansas iceisiature puck ;* K "' hut somewner.- .ntv aauncs ana Loan Association ncrorc state ree- 

.ionc me wav tnc oan a nccant! tncn-i*jvcrr.or aru outers answeraoie to ncr nusoanu. 

Mrs. Clinton cnucu uo on me cutone room rloor. We were uctermineu." Mr. Clinton said ui a state- 

litres now tr.e process wonted ur. m tms ease. ::ent tnat appeared in tnc Marcn 2". 11*92. New \bric 
didn't worn: In 19HM. a comorcncnsive euucs dock- T'unes. 'no propose id UieDeome an act tnat aeaitwnn 

•we oacKeu ov Mr. Llinton won overivnernitne *:ie most senous proolems t unregulated ana unais- 
ipprovat in tnc states iiuusc u: Keoresentanvos. .rosea lobbying ot the state legislature.*: mat was 
Among otner mines, it wnuiu nave reouirea cuouc . rear ana comprenensioie ana couta not oceasuvdis- 

servants. inctudmc memoers or tr.e Icmsiature anc ortea ov tnose opposed to am* euucs rcrorm: mat 
the governor. to nle a detailed rvnort cacn tune tnev >ppbed to ail electee officials miner man ail public 

icttommeirorttaaicaoaauesinwavsaifccnncmetr servants isucn as citizen volunteers on local boards 
personal hnanccs. rhatwouid have meant reporting ..no commissionsi: and that was touen cnouen to 

■ >n oecisions ariccunc one s own ousincss. tor exam- reanuo me prooicmswrale soil succceuinc with the 

pie. or a ousiness ui wmen a tamuv memocr serveo - nten on elecaon day" t empnasis aodedi. 

•o employee or partner That statement wasn t merely “slick.** It was false. 

On Feb. 5 . 1988. the Huusc mil stalled m me sen- The bill did not apply » all "elected officials" but omy 

ate tor reasons unrelated me curubct-oi-intcres: \i the iemsiature. It savea Mr. Clinton me trouoie ot 

issue. On Feb. 10. Mr. Clinton nau a new mil Uranea riling actaded reports on his contacts ot interest, sues 

hv none other man Webster Hubbed. a tormer part* as inviting a partner m his Witt’s law firm to nelo 
ner ot Hillan* t Unions at me Hose taw nrm ana now write state ethics laws. It also meant leaving less ot 
.. Justice lA Danmcnt lummarv. item* Wnsnt. Mr .» paper tnui tor inouisiuve camoaum reporters ana. 

v Imams tncn-cmetotstan: ana Mr i Union rumseu. now a special counsel. 

imonc others. And surprise. • nronsc. aunt vnu So Mr.Fiskeetai. must do their wont the nan wav. 

Know tnc reouirea conflict -or -interest disclosure in* inciting oown witnesses, ponng over old docu- 
all public servants nan. well, disappeared from me meats, piectnc t ogethe r the puzzle ot the Llimons 
NIL In its place was a provision rvuuirtnc disclosure real estate venture, known as Whitewater Deveiop- 

only on tnc parrot the legislature, iliat was tne bill : net* Corp . with the head ot thc savings and loan that 

that ulomaictv passed the legislature ana. artcr a ret - Mrs. Cluuoo represented before state regulators. If 

erendum. became law in Ncnemocr IVHH. uknot mo much trouble, pernaps Mr. Ftske could abo 

When um New Vark Time* appmacncd Mr. Clm- k— phis e\e out dunne the im- e« ti a ao on »br. Mr. Clin- 

ton aoout these discrepancies ui Maren l lK »2. he ronk lost ethics. They appear to nave oeen missing a 

responued that he nad airoauv made the necessor.* !• ma tune. 


Sheikdom drops BCC! claims 

i he rm-ai lamm <>t \.~j lihabi iuis mrmaiiv 
irooncd claim* i>. snmc s4*«» mmiiNi m f S assci.s. 

; * v,,n n;,rt «■’ sorcemcnt m :nc ilanx «i 

. con , ..mmcrcc international scandal, the Ju.- 
•cc iH-n.irimcm sa.u u-tcraar. I he agreement. me re 
; UM M * crc « meenne* w-.r .- IS .iiiicen.s .n i.cneva 
earner tt::-. ntnnift. aisu cans mr Aliu Ilham, a iVrsian 
• .all sn. iKdnm «-xrr.io::c sw.iicn .S.iovi m lace L S 
rauu si:.. rues inat iuu :m'.i-.rd *• :r-;t \mencan Hank 


Special counsel eases into Whitewater probe 



\ttomcy ( h nemi 
Janet Reno has saul 
no limits were placed 
on fHTsonnel or cost. 



.. i.;«i «»■ .i :i:» JusiHi Ih-:miinhi:; 

% tiu n h :ii r.it u xnorm-s ».«: 

: .ii .l.inc; Ki wi lu« snd in limn 

• u- IHiHlJ •« I VI S 4 KMM-I .H 

Mi AiMKenMdaianonnu... 
.:»• *!"*'*« Ihr u»-.n* r. 

:.»i us niilt: .-.i mnrv. us* .• »u«il • 

• 1 i 5 ’hi ir.i- ••llikNil saw 

.ml m «m-s«f m tr.tr. • 
.i.-Cl • >i:i-ir nili lh|- 1*1 

■iirm-ni i;:d t:v imtH-s * \. 4 scr 



■ t :i.avm-tim'Ri -i im- •*» 

•• itnm-r.i h-..t n« mii-rva ••• aiMiu- 

- -i.ili-im-nis Mi kis»i- niinl 
: him t 

Mi !•»*•* i.«puMkji. i -rnn 

.lurinl . 

• -s.-ih :•! ms •r.'.t-MMMrtkc. 
• urn. » .•!' :t.i- JiMh ■■ inrvinmi-t: 
4< <4 Aiivtm-r jkiiiisiiih * immt-’ 

- s u:u t id :m urn it .hr Mmltw* 
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FDIQProposes Rules on Convening 
Banj^ From Mutual to Stock Oicnership 


.ma would u>! insiders continue "vnustiv 
mprooriauns: tne value oi mutual savins 
nanus that convert to stock institutions. 
1 lie said the proposal too narrowly defines 
! (he FDIC** mie. ueaung oniv witn a:. 
1 institution s safety ana sounaness while 
| ignoring aeposuor interests. 

If a final polio- can t be shaped tc 
. prevent abuses, legislation snould be de- 
! veioped. Jonathan Fiechter. the acunc 
i OTS director, and Mr. Ludwig both saia. 
! FDIC attorneys voiced doubts that the 
, agency has authority to regulate conver- 
sions such as that held by the OTS. The 
; OTS limns the amount of stock that officers 
. and directors can buy in a conversion. 
; putting tnem third behina employee stock 
( ownersmp plans and depositors, 
j A bill offered two montns ago by House 
Banking Committee leaders would require 
I that FDIC-supervised state-chartered sav- 
i ings banks adhere to the same conversion 
: rules as OTS-reeuiated msutuuons. 


ship by state-chartered savings oanks that 
are under the agency s federal supervi- 
sion. There are currently no guidelines for 
such banks. Federally chartered savings 
and loan associations and savings banks. 


and sute-chartercd SALs are regulated by 
the Office of Thrift Supervision. 

Among policies to be overseen ov FDIC 
examiners, the FDIC proposal specifies 
that "adequate protection be given to 
depositors in pricing of the new shares, 
apportioning the stock and timely disdo 
sun of relevant information to prospective 
stockholders, it also said that any special 
deference to insiders be limited, avoidihg 
stock "apportioning (hat leads to individ- 
ual windfall gains." Further, the FDIC 
could seek cnanges in tne conversion if the 
transaction raises concerns aoout the 
institution s soundness or legal liability. 

Bui Eugene Ludwig, the comptroller oi 
the currency and one of die three FDIC 
board members, said the staff -written pro- 
posal adooted bv the board "fails to ad- 
dress the abuses that arc now ntcumng. 



Catttovma Federal Bank reported a 
wider loss for the fourth quarter as pro- 
jected. results that analysts said improve 
the odds that the thrift will be sold. 

The loss of SS3.7 million, or S2.S a 
share, compares with a loss of SIS million, 
or $5.40 a share, a year ago when adjusted 
for a l-for-5 reverse stock split last year. 

For 1993. the Los Angeles thrift had a 
loss of S145.S million, or S3.9S a share, 
compared with a loss of S9T.3 million, or 
$16.40 a share. 

Countering the trend at most California 
financial institutions. CalFed's loan-toss 
charges more than dlubled to S46.2 million 
from S20J million nth year-ago period. 

CMFCd President and Chief Executive 
Edward Harxhfieid. who joined me thrift in 
September, is pursuing a "hold and fix- 
strategy. Recently, a purchase offer by 
Golden Wmi Financial Corp.. Oakland. 
Calif., was souraed. But some targe snare- 
holders sav they may bring pressure on the 
noard to cunsiaer selling me cumoanv. 


IS^Of 
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A Tug-of- War on Bank Regulation 


By KEITH BRADSHER 



W ASHINGTON Jan. ,moa- 

hips lobbv ihp i,..vemment aii thr 
;imp. out in recem weeks tne redcral 
Heservc and the Treasury Depart- 
ment nave turned the tames t>v lobbv- 
ng the banns thev reeulate. 

The Fed and the Administration 
are at war over Treasury secretary 
Llovd Bcntsen s plans to cnange the 
wav banns ana savings ana loans arc 
regulated Both sides arc actively 
seeking the political support 01 finan- 
cial institutions whose reeuiatorv tor- 
tunes ana futures inev control. 

The dispute has oroouced the sur- 
prising spectacle ol officials of the 
Fed ana the treasure condemning 
ine anotner s ideas in speeches, news 
conferences ana talks wun bankers 

‘When the Elephants Dance' 

The dispute has alarmed some in 
the banking community and sent 
bankers and trade groups scurrvmg 
to the sidelines. "I have a verv strong 
aversion to being a daisv wnen the 
elephants dance. " ^aid Karen 0 
Shaw, a oank consultant nere 

Treasury officials are waging an 
aggressive campaign. Eugene Lud- 
wig. a Treasury official wnn is the 
Clinton Administration s too bank 
regulator helped present tne Treas- 
ury's case this month to a croup that 
included top executives trom some 
banks he oversees. 

The Fed has also been active. 
Thomas M Hoemc. the president of 
the Federal Reserve bank m Kansas 
City, condemned the Treasury s posi- 
tion in a speech to the Kansas Bank- 
ers Association earlier this month. He 
gently reminded his audience of the 
Fed’s help in recent vears in keeping 
some of them financially afloat, while 
refraining from actually suggesting 
that bankers owed the Fed a favor or 
that more help might be forthcoming 
Showing Its Strength 

Few mooem institutions can matcn 
the raw political muscies of the Fed. 
although us fist is seldom seen. The 
Fed is now flexing its muscles as thev 
have not been flexed in vears. and 
appears so far to be winning its battle 
with the Treasury. 

The Fed is making us first broad 
appeal to commercial ■ bankers for 
political support since 1977. wnen it 
successfully fougnt an effort nv the 
Carter Administration and some Con- 
gressional Democrats to reduce me 
influence of the Fed's regional banks 
The next vear. the Fed also blocked a 
proposal bv Senate Democrats for a 
single bank regulatory agency, a pro- 
posal strikingly similar to the Clinton 
Administration s current proposal. 

Under the Treasury's proposal, the 
bank supervisory powers of the Fed 
and the Federal Deposit Insurance 



Treasury Secretary Llovd Bent- 
sen. aoove left, wants to change 
tne regulation of banks and sav- 
ings and loans, pitting tne Federal 
Reserve against the Treasury De- 
partment. Thomas M. Hoentg. 
above nght. president oi the Fed- 
eral Reserve Bank of Kansas City, 
criticizes the Treasury s position. 
Eugene Ludwig, nght. the Clinton 

Administration's top bank regula- 
tor. hacks the proposed changes. 


< orporanon would be taken over bv a 
-ingle Federal Banking Commission 
The commission would also take over 
me Treasury's two bank monitoring 
irms. me Office of me Comwroiier oi 
he Currency and the Office oi Thrift 
suoervision. The Treasury and the 
i -d would cacn supply one director to 
the ommission s live-member 
noard. while me President would ap- 
point the three remaining directors. 

Treasury officials describe this as 
.1 wav to eliminate wastciul multiple 
regulatory reviews of the same 
banks, but thev have offered no esti- 
mates of cost savings and the Con- 
gressional Budget office savs any 
savings would be quite small. 

ndcr the Treasury plan, the 
f D.I.C would continue to nandle do- 
(>osit insurance and the Fed would 
continue 10 handle monetary policy 
as well as emergency loans to dis 
•ressed banks and monev transfer* 

: - tween institutions. 

Mr. Greenspan and the other six 
Fed governors have rejected the 
I reasurv s plan as a threat not onlv 
: their iurl but also to their ability tc 



run monetary policv and prevent li 
r.ancul crises. 

The Fed offered us own proposal 
early this month for a system tnai 
would give it the bank supervisory 
oowers of the F.D.I.C.. white comotn 
mg the Treasury's two agencies in a 

curate office. Bv keeping at least 
i wo regulators in place, me Fed olar 
would allow oanks to continue metr 
practice ot choosing their regulator* 


- r-' **■'— See- 
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•••i on wmrn o:v- *a ns gr.v mns 
•;icni ti-'Mimc-m 

! *!*' licm .iimj tomoiicatc-J 
iiirovc! ovrr I'iCMUem k !;mon > 
• voivrnHni it; .11; A: i-.ansas real i\- 
•,nf comoanv. Whitewater Develop 
:11cm ana ms possioie lies to an Ar 
Kansas savinus ana loan tnat failea 
•.niic ne was governor 01 me state. 

' he quarrel between the Fed ana 
Ivasurv nns ocuun tu alarm 
ome wall Street economists wno arc 
-rvine to (mure out 11 it wtil encuii 
monetary poitcv anu alicct the econ 
•mv For example, it the battle con 
:nuev tr.c Fed. seeking to matntaiR 
iratat 'lattons .nth 1 ..miress 
r.ntnt tv* temotca tu aciav anv infla 
-i.m-numing move u: raise interest 
rates tr.is spring. i.ud David M 
limes, a .ongtime F-J watcher ai 
\uorcv 0 Lanston a. Company ir 
New York. 

Hut Fed and Treasury officials sav 
•nrv can contain tne da matte anc 
seep tnetr differences about bank 
regulation irom intenerme witn con 
ouiutions on monetary policv. "Wr 
nave a lot of different levels on which 
we work with the Administration, 
said Susan M. Phillips* a govonwr on 
the Fed's seven* member board. 

Secretary Bentsen said the fight 
had not affected his overall relation: 
with Alan Greenspan, the chairman 
of the Federal Reserve. '! have a 
great deal of respect for Chairman 
Greenspan: we are longtime friends 
— it has not interfered with our tennis 
games or our breakiasis." he said. 

John P LaWare. a Fed governor 
and former commercial banker whe 
is directing the Fed's battle, said the 
Fed was not asking banks to lobbv 
Congress, which would be illegal* In- 
stead. it is presenting its aide of the 
case to decision makers. 

The Fed has already given us 
views to tne chairman and vice chair- 
man of eacn 01 ihc Fed's 12 regional 
banks and will soon present its case 
to all other members of each nine 
member board. Mr. LaWare said. 
Influential Backers 
These board members have long 
■wen the Fed s most influential back- 
ers. including me cnairmen of man\ 
->f the biggest nnanciai and industrial 
-ompames. Bv law. we cannot ask 
invone vise to lobbv on our ochalf." 
Mr. LaWare said. can brief tlu 
hoards. What tnev 00 as individuals it 
entirely up to mem. 

Mr. LaWare said mat Fed gover- 
nors would also be rcadv to present 
tnetr views to the ooards of banks 11 
.taxed aooui tne light ‘A eoticn sit ir. 
.hi board meetings, and I'm sure that 
will be a 1001c 01 discussion. ' he said. 

Fed oliiciau mane no attempt ic 
tisguisc uieir eifort in appeal in com 
•nerciai banners, w no nave h»*— teal- 


t: I... \.:inniv . 

t.'tnsi- ■ .. -. !0>c 'v K • • : • :»iar. 

• II IV mi: 1 :: .m oninioR ; 

:: I ho .-vr.ivrii ;::i Hanker :: jjuv 1- 
..astrv - •wKnaocr : "cause 
.-luugnt mure luiiKer- wnuiu .-.e :■ 
:::cre man oisewnere 
When asxca jdoui ’.tic Fed's ap- 
peals 10 cankers. .Mr Bentsen com- 
:*iaincu mat "tr.cv rc m .1 position ic- 
have a loi of influence over oankers. 

I he Fi-d anu the treasury have 
hoen lohhvtnc Congress augressiveiv 

• >r weeks Keoresenianvc* Charles E 
xchumcr. .1 brooxivn Democrat on 
■he House Hanking committee, saiu 
Mr Bi-ntsen caned him earner tn:s 
r.ontn .mu V.: c.rccnspar. .i-iiea 
•urn tne next da - , when nc s coming 
-.••re. vi iu Know u > important to tr.c 
red. Mr. benumer said. 

The Ireasurv nas aiso souani to 
ennsi support irom nnanciai institu- 
tions. including same ihat it regu- 
lates. Mr. Ludwig said he and Franx 
Newman, me Cndcr secretary of the 
Trcasurv tor Domestic Finance, ore 
senifd me i rcasurv s ease recently 
m a grouo irom tne inoeoenoem 
Bankers Association of Amenca. a 
iradc croup 01 small banks. 

Mr. Ludwig said that 11 was me 
trade group s decision to send to the 
meeting .1 delegation that included 
-overal bankers wnom he regulates, 
and that he nao avoided calling bank- 
ers individually lor support. 


Emirate Drops 
B.C.C.I. Claims 

WASHINGTON. Jan. 24 fAP) 
— The roval lamiiv of Abu 
Dhabi has dropped claims to 
some S400 million in Uutad 
Slates asseu. complying with 
part ->f ns nonorosecution 
agreement in ine banx of Cred- 
it and Commerce International 
scandal, the Justice Depart- 
ment said todav. 

The agreement, negotiated 
bv United States officials in Ge- 
neva earlier mis month, also 
rails for Abu Dhabi, a Persian 
Gulf emirate, to extradite iwa- 
!ch Naovi to lace iraud cnarses 
in the Lmicd States. I ne Paki- 
stani banner was me top deou- 
tv to HCC.Ii sounder ano is a 
kev figure in me scandal. 

The rovai familv gave up 
claims in some $400 million it 
had in vest eo or lent to First 
American Uankshares Inc., a 
iormcr suosidiarv of B.C.C.I.. 
t Jerald M Stern, the Justice 
Department s special counsel 
for financial institution iraud. 
-aid in me announcement 


Savings Bank 
Saie Ruies 


WASHINGTON. Jan. ^ — The Fed- 
-nl Deposit insurance • jrporatior. 
proposed new uuiucimcs touav tor in«- 
>aic of dcpositor-owneu savings insii- 
moons. ucais mat nave nime unaer 
vTittcism lor enricnmg executives at 
:nc expense of depositors 

The boards 01 manv c: inese mum- 
.il savings names nave converteu 
:hcm ::::o snnrenolaer -it nut ion. 
’hrouun the snie 01 siock nr nave sou) 
'he muiuais 10 oig nanks. The direc- 
:ors 01 these mutuai savings units 
nave onen used mem 10 obtain large 
blocks uf free stock ana stock options 
for themselves. 

Savings and loan executives and 
some state regulators nave defended 
these arrangements as appropnatr 
rewards tor executives who have rut: 
'heir institutions well. Bui Clinton Ad 
ministration officials and man\ 
members of Congress have called for 
new restrictions. 

The proposed guidelines issued to- 
day by me F.D.I.C. were broadly 
worded and set no specific limits on 
compensation for insiders. The inde- 
pendent ngenev set a tiO-day period 
for public comment on how detailed 
the final guidelines snoutd be and 
whether thev should be issued at all. 

Eugene A. Ludwig, a senior Treas- 
ury Department official who sits on 
the F.D.I.C.'s board, said that the 
agency's first draft ‘ would permit 
insiders to continue umustlv appro- 
priating the value of mutuai savings 
banks when thev convert to stock 
ownership.” He cited a small mutual 
savings and loan in Wisconsin that 
plans to deolete it* capital base — 
while continuing to comply with mini- 
mum capital standards — by provid- 
ujgfree stock to ns managers as a 
reward for their lone service. 

But Mr. Ludwig voted for tssumg 
the p roposed guidelines, saying he 
hoped the public comments could be- 
used to draft better tinai guidelines. 

Representative siepnen l. Neal. .• 
North Carolina Democrat who is 
pushing legislation this vear to can 
executive compensation in these 
deals, was also dubious ni me initial 
FD.I.C. proposal It doesn t sound 
•we they've done anything.'' he said 
•n a telephone interview mis after- 
noon. 
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Regulators Thwart 
Plan for Big Payouts 
In Bank Conversion 


. iii'ii . a vi... man. i 

•. •••irro.; a...i... 




Ilv V\l L»I\V*LLL 

N. -A •: -k * ii lllK.II- . 

iiiinrnt 'Jio vpsirruav in.:: 

• ..ml iru«in-' nv* i • ■ i—n »— ir.i 

.vinu> Hank nuv not rci "ivc fv 
•luiitiniillnin-aollar tinipcnsaiion 
: iCKi»uc> mat mrv nao ar.-anged for 
nvmsclvcs as urccn Point. :usco ir. 

’ iushing. Queens, converts irom a mu- 
:.i,u .vi vines tunk to an institution 
-.vneu hv stockholders 

The trustees had (iduciarv duties 
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because the stock offering would havr 
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estimate hv Ely ft Company .1 Virginia 
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•IH x offering nv *vm ween Nonet ne- 
-> Green Point advisers criticize;: 
•v state action a- mconsisicn: ar.d 
.alair. 

It's proitv strict *.nd Mark Co 
•• n. j principal .w nn Adams Cohen 
1 unites, tine «• •ircen Point s un- 
-rwrttcrs Green Point s trustees 
M-rc nn (ess involved in overseeing 

appraisal than in most other stmt- 
.r eonvcrsions. ne said, 
it til 1 , recn Point cnose to accept 
tie settlement wnn tne oanktng de- 
; irimem ratner tnan abandon this 
nnversion and start over. Green 
i*oint could have switched from a 
tale chancr to a Federal charter 
that would haw allowed us original 
man 10 proceed. 
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Big Payouts Denied 
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Hearing on 

THE SEMI-ANNUAL REPORT OF THE RESOLUTION 
TRUST CORPORATION THRIFT DEPOSITOR 
PROTECTION OVERSIGHT BOARD 
THURSDAY, FEBRUARY 24, 1994 

United States Senate 
Committee on Banking, Housing, 
end Urban Affairs 
Washington, D. c. 

The committee met in Room 538 of the Dirksen Senate 
Office Building at 10:05 a.m., the Honorable Donald w. 
Riegle, Jr. , chairmen of the committee, presiding. 
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1 The Chairman. The Committee will come to order. 

2 Let me welcome all those in attendance this 

3 morning . 

4 i I want to say again to my colleagues how much I 

5 appreciate the cooperation yesterday in reporting out the 

6 Interstate Baulking Bill. I think the fact that we were able 

ii 

7 to act unanimously was a very important statement of how 

j 

8 good that piece of legislation is, and the cooperation back 

9 and forth across both sides of the Committee dias. 

10 This morning we welcome the RTC Thrift Depositor 

11 Protection Oversight Board. And there are here to discuss 

12 with us their semiannual report regarding the activities and 

13 the operations of the RTC. 

14 Treasury Secretary Lloyd Bentsen, our former 

15 colleague, serves as Chairperson of the Oversight Board, and 

16 Deputy Secretary Treasurer Roger Altman is Acting Chief 

17 Executive Officer of the RTC will be the ones testifying 

18 diraccly coday. 

19 The other members of the Board are also here 

I 

20 today and are available for your questions, and we will have 

i 

21 sane for them. 

22 They are Alan Greenspan, Chairman of the Federal 

23 Reserve. 

24 Andrew Hove, who is the Acting Chairperson of the 

25 FDIC . 
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And Jonathan Fiechter, who is the Acting Director 
of the Office of Thrift Supervision. 

The FIRREA legislation required that the 
Oversight Board rake semiannual appearances before this 
Committee. This r.ow is the seventh such semiannual 
appearance here. 

At all these hearings, the Oversight Board has 
been required to update the Committee on the progress that 
the RTC has made in resolving thrifts under its control and 
its efforts to sell assets of failed thrifts. 

The RTC currently has 63 conservatorships that 
remain to be resolved. 

As of year end, the RTC had assets in those 
conservatorships and in receiverships with original book 
values of approximately $66 billion. Two-thirds of that 
amount is in what the RTC calls "hard- to -sell" categories. 
Well, the RTC has so far disposed of more than S393 billion 
in assets, or approximately 90 percent of their book value, 
lately, progress appears to have slowed markedly in selling 
RTC assets. 

Despite the provision by Congress last fall of 
ample funding tc permit the RTC to complete its task for 
resolving failed thrifts, and a financial clan that calls 
for the resolution of 43 institutions in the first quarter 
of this year, the RTC has resolved no conservatorships since 
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1 early December. | 

2 Furthermore, sales cf hard-tc-seil assets i the | 

3 second hal£ cf last year fell to less than half of those i 

4 sold ir. the previous year. So we hope and expect that our ! 

i 

5 witnesses today will be able to advise us as to when we can 

6 expect a resolution activity to resume, and whether the 

7 slower pace of asset sales simply reflects the fact that 

S i 

8 they are now down to the point of selling very difficult to | 

9 sell assets, and if so, we need to have chat explained to 

10 us. 

11 The R7C is of course scheduled under present law 

12 to terminate on December 31, 1995. Any assets chat the RTC 

13 is unable to dispose of by that date will be cransf erred to 

14 the FDIC. At the same time, the FDXC will have to reabsorb 

15 up to 1,600 RTC employees who have the right to return to 

16 the FDIC. 

17 Obviously managing chat transition alone will be 

18 a difficult cask. So we will want to hear what progress has 

19 been made in planning for the transition to the FDIC, and 

20 how large a pool of assets the RTC expects to leave when it 

21 goes out of business for ultimate disposition by the FDIC. 

22 Now the RTC has been criticized extensively for 

23 the way it has conducted its operations over the years. We 

24 have had numerous GAO reports pointing out problems and have 

25 heard testimony from many witnesses detailing past mistakes. 
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Last March, here. Secretary Bentsen promised this 
Cocnnittee that he would undertake a series of management 
reforms at the RTC to address issues of waste, fraud, abuse 
and mismanagement. 

Congress incorporated the requirement for those 
reforms and a number of others into last year's final 
funding legislation, so we are very interested in learning 
what changes had been made and how successful those changes 
appear tc be. 

? Finally, the Committee held a hearing last 

| September which a large panel of impressive and credible 
whistleblowers testified. Based on that, I asked the RTC to 
investigate their claims and I want to hear today what has 
been done to evaluate those claims and what collective 
actions have been taken. 

These whistleblowers testified about waste and 
| mismanagement involving, among other things, the contracting 
I oversight, professional liability activities, and asset 
| disposition efforts of the agency. 

■ So we look forward to the Oversight Board's 

1 testimony on this matter, as well as its presentation on the 
^ progress made by the RTC at this time. 

j I might just add one other thought just to sort 

of put everything into context, and that is that over the 

i 
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years, since we began this process of dealing with the 
failed thrifts, in August cf 1989, we provided S50 billion. 
In March cf 1991, $30 billion, December cf 1991, another $25 
billion, but only $7 billion of that was actually spent by 
the April 1992 deadline. 

And then in December of last year, we approved 
what we understand to be the final funding leg which carries 
with it unspent funds previously provided, a total of $18 
billion provided in December of 1993, which brings us up, if 
you add up all those numbers and do the offsets, to a figure 


My understanding is that there is roughly about 
$24 billion of that total that is available to complete this 
job. And if that number is not correct, I would appreciate 
having you give for us today as accurate an assessment of 
those numbers as you can. 

Now what X am going to do this morning, I am 
going to, in a moment, call on Senator D' Amato, and because 
X know there are going to be questions that members want to 
ask, X want to reserve as much time as I can today for 


So after Senator D' Amato makes his opening 
statement, I will call on other members, but I would like to 
ask members on both sides in the opening statements today if 
they could be brief in what they say, so that we can get 
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inco che presentations and gee inco che questions. 

Senator D* Amato? 

Senator D* Amato. Thank, you very much, Mr. 

Chairman . 

Mr. Chairman, let me first, at the outset, thank 
you for your cooperation in this matter, for calling this 
hearing, and for also joining with me and other of my 
' colleagues in requests that we have made of the RTC for 
information. 

I think it is fair to say chat without your 
having joined with us. some of the information that was made 
available and some responses that we received would never 
have been received. 

Me may question the adequacy of those responses 
but. were it not for your help, we would not have had any. 

Z am going depart from my prepared remarks for a 
moment because something quite unusual took place last 
evening. Z call it the midnight delivery. 

j 

Boxes of material began arriving at our Banking 
Cosnittee office after hours. One came in close to 10:00 
o'clock. The most interesting of them, Z found, was this 
RTC conflict of interest analysis of the Rose Law Fizm. Z 
was not even aware that there had been such an analysis, and 
of course we have been asking that now, through staff and 
through letters, for quite awhile. Mhat has been taking 
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place? what are you doing? What action is taking place? 

I must say that if this constitutes the bulk of 
the action, it is quite deplorable. 

I must say that this document is dated, Mr. 
Chairman, February 8th. and yet we get it. as I called it, 
in that midnight delivery last evening along with 100 pages 
of attachments or 200 pages of attachments. Sven if you 
took that Evelyn Wood i speed reading course, 1 think you 
would have difficulty getting through it all. 

And delivered last evening well after office 
hours where staff just really had an opportunity and Z have 
just had an opportunity to read it for the first time. We 
will make it available. 

X have to say this to you. Were it not for some 
media report, it was the Washington Times, we had no 
inkling, no idea, before we actually asked specifically for 
this report I think last week, and that, obviously was 
available since February 8th. 

I will just refer to, and this was the first time 
literally, at ten minutes to 10:00, that I had an 
opportunity to look at it . 

Scope of the Investigation. This investigation 
focused on whether or not the Rose Law Firm discloses 
previous representations of matters into the FDIC and the 
RTC. I underlined a little part. I thick it is quite 

Ace-Federal Reporters, Inc. 
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fascinating and interesting, and Z hope my staff has been 
able to pass it out to my colleagues, any colleagues 
interested in it. 

Interviews of current or former Rose Law Firm 
attorneys who may be knowledgeable on this mater were not 
conducted. 


This is really one heck of a thorough report. Z 

i 

mean, interviews of those people who were knowledgeable were 
not conducted. 

Zt goes on at the end summary. Rose did not 
' represent matters and prior to its failure of the savings 
and loan, but it does talk about the fact that there are 
some very interesting, and Z leave it for the media and 
j others and some of the lawyers to analyze what they knew, 
what they did not know, the accounting firm that they were 
jj called upon to sue, that they had used and before state 
regulatory agencies, in order to put out an underwriting. 

Z find if that is not a conflict, certainly in 
. the utilization of that law firm to sue these people who 
j they had hired and settle the suit for considerably less 
than it was initiated on certainly raises with this Senator, 
and that is known as the Frost matter. 

It concludes by saying that this report is 
, provided to the Office of General Counsel for any action it 
deems appropriate. That was sent on the 8th. 


* 
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1 I am going to give you a little time. Mr. Altman. 

2 1 spoke to you last tight , the deputy secretary, said some 

3 of the questions I was going to ask you. So let me tell 

4 you, 1 am going to ask you what has taken place, what action 

5 is taking place, who's revealing this, because I have to 

6 tell you I find this unacceptable. This is the kind of 

•! 

7 thing that just does not square up. 

8 Then it goes on, it says this investigation was 

9 coordinated with the FDIC who conducted a separate and 

10 independent investigation of this matter and the FDIC 

11 attorney is John Downing. And of course I saw his report 

12 which I think leaves a lot to be desired. 

13 So, Mr. Chairman, I am sorry to have to open the 

14 hearing in this manner, but when documents of this import 

15 " are dropped on us at midnight, that is not fair to us, it is 

16 not fair to the American people, it is not fair to the good 

17 work and the hard work that has been done by lots of people 

18 in the RTC in resolving many of the disputes. Because z 

19 think we have come a long way towards meeting many of the 

20 ] goals. 

21 I am going to ask that the rest of my statement 

22 be placed in the record as if read in its entirety. 

23 But I will say this to you. I have been troubled 

24 about the handling and the manner in which the Madison 

25 Whitewater situation has been handled. 1 have been 
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criticized about it. This is political. 

Let me say this. We do not ask for any special 
treatment, nor do we expect that people who come from high 
places cr powerful positions that there be special treatment 
accorded. We say that the law should be afforded to 
everyone . 

And were it not for Senator Metzenbaum and 
Senator Murkowski and our resolution that extended the 
statute of limitations, and that was done overwhelmingly in 
the Senate and in the House, why, the statute of limitations 
of February 23th would have been upon us. 

The RTC had no way of knowing that that was going 
to take place. They never anticipated it. And so when we 
asked what, if anything, was being done by way of a lawsuit, 
I see what was being done: nothing. I see what we had as an 
analysis as it relates to any possible conflict, and i see a 
referral over to general counsel. 

And I can say that it was only fortuitous that 
the situation built and we were able to at least extend that 
statute to 1995. 

I am going to ask, because I know we want to get 
to some questions, and I know that other of my colleagues 
have questions tc raise, but I will be asking members of the 
RTC Oversight Board, many of the same questions I have 
raised in my letters and on the floor of the Senate. 
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1 As Z have indicated, last evening Z had a very 

2 brief discussion with the Acting Chairman who is, by the 

3 way, I think placed in a very difficult position through no 

4 fault cf his own. 

5 Z think Mr. Altman finds himself in a position 

6 where here he is, a presidential appointee, running the RTC, 

7 now eleven months . Z do not know how he handles the 

0 situations which put him into possible conflict where he has 
9 to be making decisions as to what to do, what actions to 

10 take or not to take, as it relates to the Whitewater matter 

11 specifically. 

12 Z know he's indicated to me that his term is up 

13 March 30th, and he cannot wait for that to take place, for 

14 it to end. I do not blame him. But I have to tell you, Z 

15 would like to know who is supervising this, what is taking 

16 place. 

17 And. Mr. Chairman, I would also like to put forth 

18 ^ to you a request, and you have been extremely fair. Zt 

19 seems to me that this Committee has an obligation to find 

• t 

20 out and get out all of the facts, not to impede the special 

21 prosecutor and/or his undertaking. 

22 That z would hope, Mr. Chairman, that you would, 

23 in a bipartisan fashion, as you have moved forward, in 

24 seeing to it that the documentation of the facts as it 

25 relates to this case are made available to the Committee, to 

Ace-Fed eral R eporters, Inc. 

222-24--WO ISSMM* 4MMM4B0 


15356 



2933 


7854C1C1 

-'• T B/aeh 


3 

4 
e 

6 

7 

8 

3 

10 

11 

12 

13 

14 

15 

16 

17 

18 

19 

20 
21 
22 


che Committee and/or its staff, so that we can see co it 
that what should be done is being done. 

There are just too many questions chat are 
unanswered ir. this situation to date. There are not 
satisfactory explanations. See to it that all the 
documentation that can and should be provided to the 
appropriate authorities is done so, certainly on the civil 
side. 

The criminal side, that is another matter. 

So later on, I will have a formal request to put 
forward to you. Mr. Chairman, but I would hope that we could 
join and do this in a bipartisan fashion. 

And I thank the Chair. 

(C0M4ITTEE INSERT.) 
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1 The Chairman. Well, we will cake chac up lacer 

2 when you present chac poicc. 

3 Lec me just, far compleceness of the record, ask 

4 unanimous consent to insert the leccer chac you sene over co 

5 che R7C dated February 18th, requesting these documents that 

€ arrived last evening. 

7 And I think it is important to note chat this 

8 request, which will be in the record, was made last Friday, 

9 and members here can account for why the documents arrived 

10 last evening. 

11 But I do chink it is important to note that the 

12 request you made was not all that long ago, and the 

13 materials that they have assembled are now here. 

14 But 

15 (CCMUTTEE INSERT.) 
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Senator D' Amato. Well, Mr. Chairman, for point 

of amplification, let me say that my staff has teen 

i 

1 requesting this by way of telephone, by way of talking to 
| staff over a period of time. 

We did not even learn of the existence, and I do 
,, not know if anybody else knew of the existence of this 

reDort, as it relates to the RTC and the possible conflict, 

i 

until February 17th, and we only learned about that, I 
think, as a result of an article that appeared in the media. 

Now it is one heck of a thing, when we are asking 

for information, and get little, if any, that we have to 

i 

learn of the possible existence of this through the media. 
And that is what prompted us to then formally request this 
j by way of a letter. 

And I have to tell you something. If they had 
' this report, they could have sent it over on Friday. They 
could have sent the report over on Tuesday morning. 

You certainly do not wait until the end of 
j business on Wednesday evening and send the report over at 
j 9:00 o'clock, 9:30; that is wrong. That is simply wrong. 

And if you want to talk about stonewalling, that 
is what has been going on. Obfuscation, that is what has 
been going on. 

If I have any faith in terms of how this matter 
is being pursued, the answer is absolutely not. 

J 
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very 


The Chairman. Senator Murray? 

Senator Murray. Thank you. 

Mr. Chairman,, almost a year ago, we sat in this 
and considered the Thrift Depositor Protect Act of 
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The program ana funding for the Resolution Trust 

i 

Corporation was not an easy process nor one without pain. 

j 

And along with you and other members of this Committee, I 
insisted on increased accountability for all RTC spending. 

I did that with the hope that we could put the 
RTC out cf business as soon as possible, save the taxpayers 
significant amount of money, and get on with other important 
national needs and goals. 

I am disappointed that, in spite of assurances 

i| 

which this Committee was given last March, that there is 

still no permanent head of the RTC. 

i 

Mr. Chairman. 1 have a great deal of respect for 
^ Roger Altman, but I cannot understand how he can possibly 
| have the time or energy to undertake two of the most 
^ de m a nd ing positions in our government: Deputy Secretary of 

the Treasury and the interim Chief Executive Officer of the 

i 

RTC. 

Management reforms start with a permanent 

| manager . 

Along with my colleagues, Senator Boxer and 


s 
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Senator Moseley- Braur., I wrote to President Clinton December 
16th f urging him to appoint a new head of the RTC. We want 
the President to make this a top priority. 

And I will be very interested today to learn, in 
detail, the progress of the search and the Administration's 
commitment to that. 

Another issue of great concern to my constituents 
is the effect of the rising interest rates that will have on 
the recovering S&L industry. I am very interested to hear 
Chairman Greenspan's thoughts in that area. 

The kinds of activities that resulted in the 
creation of the RTC were generally not found in financial 
institutions in my home State of Washington. 

Every banker in my state brings to me regulatory 
problems which she or he blames on the S&L crisis. 

Mr. Chairman, relatively few thrifts failed in my 
state. Washington's financial institutions are among the 
most community-minded in this nation. CRA ratings for our 
banks are among the highest in the nation. 

The people in the Pacific Northwest feel they did 
not cause this problem, but they surely know chat they are 
paying for it. Most of the problems associated with the RTC 
occurred during the two previous administrations. Much of 
the anger which people feel about RTC however has not 
subsided. 
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Mr. Chairman, people wane us co put this sorry 
chapter in American financial history behind us 

I know there is a lot of work being done, but the 
public wants to know what has been achieved. 

I urge the Administration once again to make 
closing the R7C a top priority. 

Thank you. 

The Chairman. Senator Bond? 

Senator Bond. Thank you, Mr. Chairman. 

In probably a man -bites -dog reversal of fortunes 
around here, wnen we have people from the financial 
regulatory institutions before us, I want to congratulate 
you and thank you for the good jobs that you have done. 

We are seeing a significantly lower deficit 
because of the successful resolution of many of the savings 
and loans. The men and women who have worked all these 
years, they have not just sprung to life in the last few 
years, in the last year, they have done a good job. We are 
resolving thrifts, failed thrifts more successively. 

We have benefitted from low interest rates, and I 
appreciate the dedicated work of our independent Federal 
Reserve . 

In doing that, the FTIC premium fund has built up 
and we are in better shape and there is much praise that 
should be attributed to a lot cf hardworking folks who 
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normally only get the blame. 

In my questions, I am however going to focus on 
one particular issue, and that is the position the control 
retention of documents in the Madison Guarantee case 
because, frankly, there are a lot of us who have grave 
concerns about what has happened to the documents. 

First we heard Whitewater documents now we did 
not have any, they disappeared, no, they were not there. 
Then the tragedy that befell Mr. Foster, everything was 
accounted for. And Mr. Nussbaum said that he had a list of 
all the documents . 

And the press brought to our attention, after 
months of hard work, that Whitewater files were ir. Mr. 
Foster's office. A search occurred the night of his death 
and files were taken out by White House political aids. 

Then we hear the White House was voluntarily 
sending documents to the Justice, and the White House had 
asked for a subpoena. 

Then the White House had heard about the 
subpoena, and it called Justice to negotiate the terms. 

We have heard about shredding documents. 

We have heard many stories that raise grave 
concerns about whether the facts will be available for the 
special prosecutor and others. 

And in my question time, I will address some 
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2 Thank you . 

3 The Chairman. Thank you. 

n 

4 j Senator Kerry? 

5 Senator Kerry. Thank you very much. Mr. 

6 ! Chairman. 

5 

7 1 guess our colleagues on the ocher side of the 

8 ' aisle have sort of signalled an intent, which they have been 

9 signalling for some days, to turn a review of the RTC into a 

10 dialogue, if that is the word that can be used, on 

11 Whitewater. 

12 I will reserve a few coonents on chat. 

13 I want to first address some of the RTC issues 

14 and then sort of mix it in a little bit, perhaps with son* 

15 of where we are going here. 

16 A year ago, when the Secretary appeared before 

17 this Committee with a nine-point plan to reform the 

18 , Resolution Trust, Z remember then expressing my concern that 

19 j the Treasury did not have an adequate picture of the 

20 • magnitude of the RTC*s problems, including the massive 

21 fraud, waste, abuse, etcetera. 

22 X did not hear mj colleague from New York 

23 suggesting it at chat time; I did not hear rny colleague from 

24 . Missouri suggesting it at that time. 

25 Z was especially concerned because the 


Ace-Federal Reporters, Inc. 

NtftomnfeCmwww 

SE-MMnn *0frJ9MM» 410—4 2 990 


15363 



2941 


22 

Administration had very few of its own people in place. And 
in handling RTC matters, the Administration was forced to 
rely on the very people who were responsible for the 
catastrophe of the RTC, a catastrophe which came to ue 
during the last twelve years of non- regulation. 

Because the Administration was relying on the old 
guard, I then expressed my concern that it would be very 
difficult practically to carry out reforms that the RTC 
needed . 

Now a year later, despite I think heroic efforts 
by Secretary Altman, the Secretary and ethers, some real 
improvements have taken place, and some good people have 
been appointed by the Administration, but I believe because 
of the depth of problems which existed at the RTC during the 
previous twelve years, without adequate regulation, that 
this Administration has not had time to get a handle on the 
full measure of shortcomings that existed. 

Over the past year, my staff has talked to 
literally dozens of employees and managers, none of whom 
have been talked to by my colleagues across the aisle who 
today express such concern about one institution. 

And these people told us of reports of disarray 
at the RTC that have only scratched the surface. And that 
in reality, regional offices in the fields, the situation 
remains worse, something that my colleagues on the other 


Ace-Federal Reporters. Inc. 

Nti o mw d t Cnwiie 

202-J47-J700 4I04S4-2550 


1536 * 



2942 


7954CIC1 

”VB/aer. 


o 


8 


12 

13 

14 

15 

16 
17 


18 


19 

20 
21 
22 

23 

24 


25 
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side of the aisle have net seen fic co concern chemselves 
about . 

So when my colleague cones here coday suggescing 
chac we have gcc co proceed is a bipartisan fashion on what 
is very clearly a partisan singling out cf one institution, 
it is very hard for me co really take it chac seriously. 

And I hope che members of the press and the 
; members of the public, who are watching, understand 
specifically what is happening here. 

On September 23rd, last fall, this Committee cook 
the testimony of some 13 whistleblowers for five hours, and 
they described a shocking array of problems at the RTC, 
potentially costing the taxpayers billions of dollars. 

Not one of the chairs across the aisle had a 
Senator sitting in it. Not one republican saw fit to cosw 
and care about the RTC when those whistleblowers were here 
talking to us. Sue today we are concerned about one 
Isaac 1 tut ion. 

Now we have heard allegations of steering of 
contracts by RTC personnel to former and future employers. 

" ; 

lie heard of major accounting firms receiving huge RTC 
contracts and then hiring inexperienced people off the 
street, and padding che bills after they did incompetent 
work. 

Ne were told about faulty computer systems for 
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1 legai billing, thousands of lose invoices, so the RTC could 

2 not even determine whether a bill was legitimate or not. We 

2 were told about sexual discrimination, physical harassment. 

4 We were told about RTC employees being asked by RTC managers 

5 to fabricate data for Congress when the real data was 

6 unavailable, it would not look good. 

7 We heard allegations of the RTC Inspector General 

8 being viewed by employees as in bed with management or 

S incompetent. And we heard particularly disturbing evidence 

10 of the government taking a dive in prosecuting cases against 

11 S&L wrongdoers in Colorado and Texas. 

12 No hue and cry across the aisle from my 

13 colleagues suggesting we ought to extend the statute of 

14 limitations. No hue and cry suggesting that we ought to 

15 have a special prosecutor for Texas. 

16 Following the hearing, the Treasury promised to 

17 respond to the allegations made by these whistleblowers. I 

18 still have questions about it but they are working at it; 

19 something that never happened in the prior twelve years. 

20 Now despite the hiring of some good people in 

21 Washington, I still think there are serious questions today 

22 about these abuses and what is happening there. 

23 But I think you have to stop and take a hard look 

24 at what is happening here with respect to Whitewater. 

25 We have a special prosecutor, a republican. I 
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a 

believe he contributed to the campaign of Senator D' Amato. 

He was nominated bv President Bush to be a Deputy Attorney 
General in 1589, but because he was not absolutely in line 
with all of President Reagan's appointees to the judiciary, 
he finally withdrew. He was the Chief Prosecutor in 
^ Manhattan, appointed by President Ford. President of the 
American Bar Association, and he is investigating this case. 

I do not think you could find a prosecutor in the 
United States who comes to this with better credentials of 
impartiality and of substance and capacity. 

It seems to me Congress has learned something 
about invading the prerogatives of special prosecutors and 
ruining cases by virtue of our intrusion: witness what 
happened in Iran Contra. 

But leaving that aside, I hope the press will be 
very, very clear. Madison, if you look down the list of 
cases, these are the list of cases, the cost of bailouts. I 
, would like my colleagues to look at this. 
t Here is the first page of major bailouts in the 

, United States, beginning with Lincoln Savings, going down. 

i 

We got First Savings of Arkansas, Little Rock-based. It is 
number 20, but not a question has been asked about that, 
obviously. It is worth about S347 million. 

You go down to number 34, you have got the Savers 
in Little Rock, but not a question's been asked about that, 
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nor was it ever by our colleagues. 

Then vou go for several ocher caaes and there is 

1 

no ocher institutions . There are a lot cf other big 
institutions, many cf them in Texas, 1 might add; some of 
them elsewhere . 

I 

i( Independence Federal Loan in Batesville, 

Arkansas, but they are not asking about that. 

You can go down through the hundreds. They are 
still not asking any questions. You go down through 137, 
but they are not asking any questions. You do down through 
160, but they are not asking any questions. You go down 
through is 3, but they are not asking any questions. 

Then you have got a couple more. And one of 

i 

' them, finally, number 194 is Madison, and that is the only 

! 

one they are asking questions about. 

Now we tried four successive times - - 

i 

Senator D' Amato. Did they figure out why? 

Senator Kerry. It is very easy to understand 
| why. It is because the President of the United States -- 
| Senator D' Amato. -- and his wife represented the 

- firm. I mean, and we talk about cover up. we talk about 
■ looking at the facts. All we are saying is, let's see the 
facts here. 


You want to know why? Because today, we have not 
had the facts. We have had obfuscation. 

i 

\ 
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Senator Kerr'/. Mr. Chairman? 

Senator D' Amato. Well, you asked why. 

Senator Kerr*/. Mr. Chairman, I believe I have 

the floor. 

The Chairman. The gentleman from Massachusetts 
has the floor. 

Senator Kerry. Now let me point cut to my friend 
from New York, that is the obvious rejoinder and we knew it 
would come to that. But do not come here and suggest 
therefore that this is somehow bipartisan. Because this has 
nothing to do with federal policy on savings and loans. 

It has to do only with the question of whether or 
not the President might have done something wrong. 

Senator O' Amato. No, I did not say that. 

Senator Kerry. Then you come 

Senator D' Amato. Maybe you said that. I did not 
say that he did anything wrong. Let's understand that, so 
do not put words in my mouth. 

Senator Kerry. Then if he did not do anything 
wrong, and it has to do with the question of policy, you 
have to ask the question: Why are those other institutions, 

why are the Texas institutions not of this significance. 

In fact , maybe we ought to be 

Senator D' Amato. No one ever suggested that, and 
the only reason I am asking is because you are putting it in 
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che nature that would require a response. So, Mr. Chairman, 
I will try to hold, but I will tell you, I reserve the right 
to answer my colleague when he puts forth and challenges me 
as to my motivation. All I want are the facts. 

Senator Kerry. Well, I want the facts. 

Senator D' Amato. If you do not want the facts to 
come out, that is your business. And if you want to ask 
facts on any other banking institution, and that is our 
responsibility, then we should do it. But do not hold me 
because I did not ask about something in Texas . 

If somebody comes forward and says to me they 
want to know something that is incredible conflict, I say we 
should look at it. 

Senator Kerry. I believe I have the floor. 

Well, you see, I want people to understand. 

Senator D' Amato. They understand. 

Senator Kerry. I want them to understand the 
double standard. 

Senator D' Amato. I do not see a double standard. 
Yes, I do see a double standard. I would say to my friend, 

I see a double standard. I see a cover up here. I see a 
whitewash here. 

Senator Kerry. Mr. Chairman, do I have the 

floor. 


The Chairman. Senator D' Amato, Senator Kerry has 
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j 

I 

che floor. 

Senator Kerry. This Senator came to this 
Committee and tried to get this Committee to investigate 

1 

BCCI , and the response cf the Senator from New York and 
others was this Committee should not be involved in 
H investigations. And we could not even get a subpoena. 

This Senator •- 

J Senator D' Amato. I was helpful to you in BCCI. 

Senator Kerry. Let me finish. 

Senator D' Amato. Okay. 

Senator Kerry. This Senator came to the floor 
and suggested, as did the Senator from Colorado previously. 
Senator Wirrh. and he sat right here and we fought in this 
Committee again and again to get full disclosure with 
respect. But this Committee could not proceed forward. 

Four times we voted on the floor of the United 
States Senate in an effort to try to extend the statute. 

The Senator from New York voted against it. Finally turned 
around • - 

Senator D' Amato. That is absolutely incorrect. 

Senator. 

Senator Kerry. He voted against it twice, and he 

finally -• 

Senator D' Amato. No, we voted for a clean bill, 
and you know that. And I supported language, and as a 
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matter cf fact, if it was not for my effort, we would not 
extended the statute of limitations. 

Let's get the record straight. 

Senator Kerry. I have the record right in front 
of me, Senator. It is right here. 

Senator D' Amato. And I will read it too, and I 
will read it with the quotations in it. 

Senator Kerry. Is the Senator saying he never 
voted against an extension? 

Senator D* Amato. I did not say that. I did not 

say that. 

Senator Kerry. Correct. The Senator voted 
against ar. extension. 

■ Senator D' Amato. Not four times. 

Senator Kerry. I did not say four times. I said 
four times we tried to get it, and four times we failed 
because it was stripped in conference. 

Senator Gramm. Mr. Chairman, are we doing 
opening statements or is this a debate? 

We have got people here that are important that 
have jobs to go to. 

Senator Kerry. I just want to lay out very 
clearly, I am willing to have any facts laid out but if we 
are going to come at this, then I also want Columbia 
Savings, I want the full measure of Texas, and I want all of 
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them laid cue which is what we tried to do since I have been 
in che Uniced Scaces Senace. Let's go che full diseance and 
lec's have a clause, lee's have whatever we voce on 
ulcimacely reflecc che full invescigacive effore thac we 
tried to gee previously. 

Senator D' Amato. I would support the Senator. 

If there is any institution that we feei or any Senator or 
this Committee feels has not been handled properly by the 
RTC, I cell you now I would join in an effore to see to it 
chat we get the proper oversight. I have no problem with 
that. 

The Chairman. We have got eight additional 
members here that may or may not want to make opening 
comments and we did get in to something of a debate during 
that one. 

Senator Mack, you are next. You have an opening 
comment you want to make? 

Senator Mack. No, I do not. 

The Chairman. Thank you. 

Senator Braun? 

Senator Moseley- Braun. Thank you very much, Mr. 
Chairman. I hesitate to get embroiled in a brawl, but I 
could not help but think, listening to the comments of 
Reverend Jesse Jackson's statement that a text out of 
context is a pretext. Now only Reverend Jackson could come 
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up with something like that. 

But I think, in this context, it points exactly 
to what Senator Kerry has pointed out to the Committee and 
to the people here assembled. 

We are looking at and dealing with a huge mess, 
and I think we have to take a look at the context in which 
all of these issues arise to give these witnesses an 
opportunity, this distinguished panel of witnesses an 
opportunity to respond to what has happened to the 
taxpayers' interest, to the country's interest in regard to 
the larger question cf depositor protection and oversight by 
the RTC . 

The failing of the S&Ls cost this country in the 
neighborhood of $125 to $150 billion. I think that it is 
fair that we give these witnesses an opportunity to address 
the large issues pertaining to these questions having to do 
with current management reforms, what are the goals for the 
agency, how far have we gone to recapture funds that the 
taxpayers have had to shell out, and where there has been 
wrongdoing, and particularly Senator Kerry's lists of the 
S&Ls , I mean, the failed S&Ls. I think we have an 
obligation to hear how the agency has responded to those 
challenges and those questions and what is being done now to 
clean up the house that was inherited by this 
Administration, to fix the problem that was inherited by 
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this Admini sc ration, and what this distinguished panel has 
to say about the general climate in which this cleanup is 
taking place. 

Secretary Greenspan and I would very much like to 
hear from him on the issue of interest rates and where we 
are going. Secretary Bentsen is here to talk about the 
overview of Treasury's initiatives in this regard, and I 
congratulate Secretary Bentsen because he was here at the 
beginning. 

I guess I date my service on this Committee with 
the first hearing chat we had at which Secretary Bentsen 
testified and talked about the initiatives to clean up this 
agency. 

And so, Mr. Chairman, I am going to actually ask 
that my written statement be admitted for the record. 

The Chairman. Without objection. 

f COMMITTEE INSERT.) 
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1 ;j Senator Moseiey- Braun. But I do say that it 

2 j seems to me to be a lost opportunity ana unfortunate to 

3 engage in a brawi about a house that was inherited in dire 

4 condition, that was messed up and for us to get into an 

5 argument over whether there are doilies on the dining room 

6 table. 

7 , We have to put this in context. We, I think, 

8 have an obligation to hear from these witnesses regarding 

9 1 the issues that this hearing was convened for. 

10 j The Chairman. Well, we are moving toward the 

11 witnesses so the mere economy we can get in the opening 

1 

12 | statements, the quicker we will get to them, I say to all 

13 ^ the remaining members. 

14 | Senator Domenici? 

15 Senator Domenici. Mr. Chairman, I have a 

16 | statement that I want to give, because I want to talk a 

17 'j little bit today about equal justice and treating everybody 

18 j fairly. 

19 j But first. Senator Kerry, let me say I think when 

20 j you talk about republicans using this hearing for the 

21 j purpose that you describe, let me make two points. 

22 | If they are, that is not untoward or out of the 

23 ordinary around here. We do it ail the time. 

24 j And secondly, I think every republican that has 

25 learned about this from ReDresentative Leach through our 

i 
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;j 

leadership, through Senator D' Amato, have all said that this 

■i 

Madison failure demands an investigation. 

Now frankly, we would not be doing it this way if 
this Senate, controlled by your party, would do what it has 
.j done on many occasions with reference to other politicians 
that happen to be republican, and had a hearing on the 
subject. 

You know, it does not go unnoticed that the 
President's son had a detailed investigation public in the 
United States House about his activities and his, what is 
it, Silverado? 

Frankly, if you just look at what was in the 
newspapers about Silverado versus what is in the newspaper 
] about this, you could just take 25 American citizens and 
say, is there any difference in terms of having a full blown 
hearing on it, where witnesses are called and evidence is 
taken? 

, I trust them. I would think an overwhelming 

! majority would say, why do not you do it. 

So my response to you is, why do not we have a 

\ 

committee appointed in the. United States Senate to 
investigate this, and then we will not have to do it, and we 
will not have to ask questions about it here. 

Now, having said that - - 

Senator Kerry. Would my colleague just yield for 
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a moment? I do not wane :o gee ineo a thing. Sue , I mean, 
ehis is important dialogue and I do nee wane :o dismiss ie. 

I do noc believe ehere was a special prosecueor. 

Now the distinction is ehae we have learned ehae 
when you have a special prosecueor. Congress eends eo screw 
it up. I do not know what is wrong with waiting the few 
months cc see if the special prosecutor comes forward 
adequately, and then proceed. 

Now lee r.e just finish. 

Secondly, the second distinction is, you had, at 
that time, a major breaking. I mean, we also had a major 
investigation, and ehe Senator, who is the Chairman, will 
tell you all about ie, that involved democrats too in the 
Senate. 

And that was because we were at the cusp of the 
savings and loan crisis. And we were dealing with the most 
significant institutions; in fact, the number one 
institution. 

Now we are talking about an institution where you 
have no evidence of federal action, no evidence of federal 
involvement . It is in fact a series of state involvements 
with a state official at the time he was a state official 
involving state personnel. 

We do not really have a nexus to this. And we 
are doing this in the aftermath of a whole host of other 
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institutions chat were treated differently; namely, Texas 
and elsewhere, because the statute was allowed to run. 

Now we have extended it, and the Senator from New 
York deserves congratulations. I joined him in that. 

I am fully prepared to have this institution 
fully investigate this if we are not satisfied, but I truly 
believe that what we are doing now is piling on in a clearly 
partisan fashion. 

Senator Domenici. Thank you very much. 

Might I finish my remarks? 

The Chairman. Yes, indeed. 

Senator Domenici. And if anybody thinks I am 
addressing their issue, just interrupt me and I will yield 
to you. I do not really have any reason to hog the floor 
here. 

But let me make two more points and then give you 
a little analogy chat I think is terribly relevant and 
deserves a little bit of consideration by the Committee. 

First of all, in the Bush situation, there was an 
investigation, he was fined, and there was a full blown 
hearing in the Congress also. 

Secondly, I understand the prosecutor is 
exclusively a criminal prosecutor. In fact, I have not seen 
his -- 

The Chairman. That is not correct. 
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1 Senator Domenici. Not true? 

2 1 Maybe you could bring us the charge some time. 

3 The Chairman. Yes, I will do that. 

•! 

4 ' Senator Domenici. Fine. 

5 The Chairman. Let me let you finish your 

I 

6 5 comment, and then I will read that into the record now. 

i 

7 Senator Domenici. But let me say, it sounds to 

8 me kind of strange that while the members of the Senate and 

9 House were calling for an investigation, the majority party 

10 here responded that no investigation was in order and 

11 ' stonewalled it. 

12 In fact, look at Representative Leach in the 

13 House. What did he have to do, right? He did not have any 

14 " authority to get any information. He went on his own and 

15 did it. 

16 Well, we are asking for that leadership here says 

l 

17 r.o. Then the push comes for a special prosecutor and that 

18 cakes forever, and now the special prosecutor ought to 

19 ^ preclude us from inquiring. 

20 Frankly, I think you can work out some agreements 


21 to have oversight up here. 


22 And my last cr.e goes • - 

23 The Chairman. Senator Domenici, would you, at 

24 that point, before you move on, just so I can -• 

25 Senator Domenici. Let me finish this thought 
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1 because I chink it is very much related. And I say it to 

2 all these people at this table, many of whom are very good 

3 friends cf the President; one's a cabinet member. 

4 I think a mistake is being made over and over 

5 again by not putting the facts on the cable. If there is 

i 

6 nothing to hide, this President, his wife, this 

7 Administration would have been better off in the beginning 

8 to put it on the table. 

9 Look how many of these we have had that started 

10 smaii and everybody says, if they just would have put the 

n facts on the table, nothing, it would have resulted in a 

12 little investigation and everybody would have understood it. 

13 Instead, here we are forced with evidence that is 

14 out there, that the media are printing, we do not know if it 

15 is true or false, and we are forced into this situation to 

16 J try to get to the facts. 

17 And then, when we are, we are sort of accused 

18 ^ because this is not deserving of this kind of hearing. 

19 There are so many others that are in Texas, and there is one 

20 in New Mexico up there. Maybe there is. Maybe they are not 

21 big enough. Who knows? 

22 In any event, I want to yield to you at this 

23 point, Mr. Chairman. 

24 The Chairman. Well, let me respond to a couple 

25 cf the points that you made. 
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First of ail, just with respect to the charter of 
the independent special counsel, and I will send you down a 
copy cf this after I read the citation into the record. 

This is from the Federal Register February 4, 

1994, which lays out the full text of the legal charter, the 
empowerment charter of Independent Special Counsel Fiske. 

And it cites here on four different places that he has full 
authority to proceed to act upon any violation that he finds 
of either the criminal or the civil law. Specified that he 
has both charters available to him. 

Now that does not set aside any responsibility of 
existing agencies to proceed with respect to their charter 
regarding civil actions. But the point is he is very 
clearly given that specified authority to proceed not just 
any criminal matter that he may find, but also on any civil 
matter. 

And so, just so that is a matter of record. 

But secondly, he has spoken on this issue. And I 
think Senator Kerry makes a very important point as to who 
this man is, what is background is, and his certifiable 
independence . 

And if you will recall what he stated the day 
that he undertook this assignment and his actions since, 
including those that he has taken as recently as yesterday, 

I think this is an independent counsel that is clearly at 
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work or. all aspects cf this issue. 

3ut he was asked to comment cr. this very issue of 
the Congress starting down the track of a parallel 
investigation now chat he is charged with doing this work as 
in independent special counsel. And this is what he said, 
when asked if he thought this would interfere with his work, 
and I quote him directly. He said: 

"I think the history of these situations is that 
it is difficult to conduct this kind of investigation at the 
same time a Congressional investigation is going on. The 
decision whether to have such an investigation obviously is 
not mine, but I think just looking back at the past, we can 
all see that it is not an easy relationship." 

Now the citation's been made of other 
Congressional investigations where people were actually 
found to have committed crimes and then were never punished 
for them as a result of the fact that the criminal charges 
were later thrown out in a court of law because of the 
Congressional investigation that happened earlier on. 

So what I have said, I have very carefully 
weighed the requests that have come from your side of the 
aisle with respect to the questions that have been raised. 

And I have said, and I repeat here again today, 
when the special counsel completes his work, if there are 
any questions remaining that require action by this 
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Committee cr oversight or. this Committee, we will get into 
them. 

But it also should be said, and I have said this 
other times, and : do not know. Senator Domenici, whether 
you were in the room cr not at that time. You have cited 
things that the House has done in the past . 

This Committee, by its structure and nature and 
definition within the Senate, is not an investigative 
committee. We do not employ any investigators on this 
Committee. The Senate does have Committees that do have 
that authority. 

Government Affairs Committee does, the Judiciary 
Committee does, we do not. So that any effort to try to 
undertake a full blown investigatioft, not just a hearing or 
inquiry, but to do this job right means you need 
investigators. You need to bring witnesses in that may want 
to come and they may not. You might have to subpoena 
witnesses and you become involved in a very time-consuming 
and very careful legal process that would run directly into 
the work that the special counsel now has underway. 

And, you know, I do not think we can justify 
doing that. I do not care what the case is. 

It would be a different matter if there were not 
an independent special counsel who, in this case, is a 
republican himself by his background and, you know, he has 
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been complimented highly, not the lease of which by my 

] friend and colleague, Senator D'Amato, who ac the time sort 

\ of gave this guy the Good Housekeeping Seal as a person who 

| would conduct a thorough and fair impartial investigation. 

So I think we have got to let him do that. I 

I 

. think that is the lay of the land here with respect to that 
] particular case. 

| Obviously, under the law that was spelled out in 

FIRREA, you have certain rights which you are exercising 

;i 

today to ask questions about certain cases up to the point 
at which it may interfere with the on-going work of the 
special counsel. So you know, we will have to sort of 

\ 

, address that as we go. 

j * But that is why we have these witnesses here 

today, so they can answer questions. 
l So I want to move on down through, if I can, 

because we have goc ocher members and I wane to get to our 
^ witnesses as soon as possible. 

So, Senator Doswnici, had you finished? 

j Senator Oomenici. well, Mr. Chairman, I really 

i 

had not, but I was merely using mosc of my remarks to 
respond to Senator Kerry thus far. 

I had a detailed statement that I am going to put 
in the record, but I want to just tell you the essence of 
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The Chairman. Without objection, so ordered. 
(COMMITTEE INSERT.) 
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•i 

1 

Senator lomenici . This is the essence of it. 

Yesterday we got a call from a New Mexican whose 
business was going to be foreclosed by the R7C, crying. The 
woman was saying, if I were a big shot in Washington, this 
would not be happening to me. 

Frankly, i have told most cf the members of this 
Committee who were here at various oversight hearings about 
a doctor in the State of New Mexico who ultimately settled a 
case because he was so harassed by the RTC. 

And frankly, Mr. Chairman and members, it is 
very, very interesting, because many of the things that this 
S&L did wrong are reported in the last two months in the 
Washington Post, the New York Times and the Chicago Tribune, 

, as exactly the kind of things that went wrong in Madison. 

I mean, the analogy is incredible. Even to the 
extent of buying property that perhaps was over-valued. He 
had nothing to do with it, but they put that on as 
negligence per se, just because he was a member of the 
Board. 

Frankly, I think the essence of this case, this 

! 

situation, and I am not the least bit reluctant to say to my 
friend from Massachusetts, this is about Madison, this 
hearing, it should be about it. We do not have an 
opportunity to do it another way. 

We ought to be bringing to the attention of the 
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it 

1 American public what we can under proper rules right here 

2 today. It will not get very far because we do not have 

3 enough information. 

4 Secondly, I think the situation cries out for a 

5 total disclosure as to why the appearance is so strong that 

6 those who dealt with Madison as insiders, as incorporators, 

7 as lenders to a campaign and all the other facts alleged, I 

8 think those ought to be brought out, and sooner rather than 

9 later. 

10 I do believe, in my closing remarks, so there 

11 will be no doubt to friends of this republican, there is no 

12 doubt in my mind. And I say this to my friend, Senator 

13 Bentsen, who I worked with here forever and he was the 

14 chairman of a big committee, if these facts were out on a 

15 republican, with the democrats in control, if these facts 

16 were out on a republican with the democrats controlling this 

17 Congress, there would already be a special investigation! 

18 going. 

19 So if there is frustration, I believe it is real. 

20 I believe we really feel it. We cannot think for a minute 

21 that there would not be a special team here in the United 

22 States Congress investigating this if the shoe was on the 

23 other foot. 

24 Thank you for yielding. 

23 The Chairman. Senator Boxer? 
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Senator Boxer. Mr. Chairman, first I say to my 
colleagues, I know I missed some opening arguments, if you 
will. I was marking up the Clean Water Act and was trying 
to protect the oceans, rivers, streams, for everyone, and I 
hope I did part of the job. Took care of Boston, took care 
of everything. 

But, in any event, Mr. Chairman, as one of the 
people on this Committee, and it was all democrats that 
really called for this kind of oversight, we are the ones 
who said we want to oversee the performance of the RTC. And 
we made an amendment, some of us down on this end, to make 
sure we would have this kind of oversight. 

It is not about one institution; it is about all 
the institutions. So for this Senator, maybe I am at the 
wrong hearing, but I thought this was what we are supposed 
to do to ensure better performance of the RTC. 

Now we called for a number of things. 

Stronger internal controls against waste, fraud 
and abuse, a better RTC response to problems highlighted by 
the auditors, a plan to wrap up the cleanup process, 
expanded opportunities for small business women and 
minorities, stronger oversight of contractors, improved 
financial management and accountability of the RTC, an 
increase in recoveries from asset sales, greater protection 
of whistleblowers and aggressive pursuit of those whose 
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fraud ana abuse cost the American taxpayers billions and 
• billions of dollars. 

And whether those fraudulent actors are in 
!’ California or Texas or New York or Arkansas, we want to go 
after them. So all the outrage that we have seen on the 

ii 

Senate floor about one institution, I want to tell you, I 

it 

share that outrage about many institutions. And I am 
looking to you to tell me how you are fixing it. 

And that is the purpose of this hearing today. 

We have had a financial tragedy. I can never forget the 
looks on the faces of these older people in California when 
they bought those instruments they thought were protected by 
the FDIC and found out they had lost everything. 

That is the image that I bring to this hearing, 
that is what I care about. And I hope that in the course of 
the questioning about many of these S&Ls and the actors that 

i 

are behind them, we can make sure, with confidence, that you 
. are moving in the right direction. 

So thank you very much, Mr. Chairman. 

The Chairman. Senator Bennett? 

•I 

Senator Bennett. Thank you, Mr. Chairman. 

I do not want to prolong what has been going on 
but I must make a few quick comments on the main topic of 
the debate that has proceeded. 

1 must agree with my colleague from New Mexico 
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that if the sr.ce were on the other foot, we wouid be seeing 
the same kina cf thing going on with posturing in other 
ways . 

Neil Bush did have all of his relevant material 
made public by the RTC. And I do not see a double standard 
in a call for Madison to have all of its public records made 
public by the RTC. 

And I just pose this rhetorical question. 

If the lawyer for the Rose Law Firm who had 
handled this matter was named Ed Meese, rather than Hillary 
Clinton, would we be having the same discussion in the same 
way? 

Ed Meese is an acquaintance of mine. I will not 
call him a close friend. But he went through much of the 
same kind of thing, and I think if you were to make a chart 
of the number of Ed Meese' s clients in terms of their 
importance dollar- wise, you would find far many more pages 
prior to Ed Meese' s name than we have seen pages here today. 

The Chairman. Senator Bennett, would you just 
yield to me at that point for a question? 

Senator Bennett. Surely. 

The Chairman. Because I have thought about that. 
And I think there is a very substantial difference, I say 
with all due respect. 

Senator Bennett. I would like to hear it. 


Ace-Federal Reporters, Inc. 

Nationwide C overate 

202-J»r-r00 800-336464* 410404*2550 


I539T 



2969 


so 

The Chairman. And the difference is is chat in 
che case you cited, the Neil Bush case, let us just take 
that case or any comparable case. There was no special 
counsel established at that time. That case was prosecuted 
or carried forward by regulatory officials who were within 
an Administration chat had been appointed by that 
Administration. And that creates, cn the face of it at 
least, if somebody wants to challenge it, an appearance of 
conflict. 

The same thing could be said here in che absence 
of an independent special counsel. There was no independent 
special counsel in the Silverado -Neil Bush case. And if 
there were none here, with respect to Madison, then I think 
you would have parallel situations. 

That is not what we have. We have a profoundly 
different situation. And if you read the Charter of the 
independent special counsel, who obviously is aggressively 
at work. His reports today say that he plans to bring his 
first case within thirty days. He has indicated that. 

He has hired teams of lawyers that are being set 
up in different places. 

I have every confidence, based on what I have 
seen thus far, that this independent special counsel means 
to turn all the cards face up before this is done. 

That was net done in other situations. And so 
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1 7 when I chink you cry to make chat parallel comparison, you 

2 have to take that into account. If you were to subtract the 

3 independent special counsel from today's situation, then I 

j 

4 1 think you have an argument to make. But I think that makes 

5 j it profoundly different. 

6 Senator Kerry. Mr. Chairman, if I could just add 

i 

7 , tc that, there is no instance of President Reagan or 

8 | President Bush appointing a democratic special prosecutor to 

9 investigate, as President Clinton has appointed a republican 

10 special prosecutor. Totally different. 

11 Senator Bennett. If I might respond. I am not 

12 sure that it is acceptable to say that it is totally 

13 different. I am not talking about these kinds of details, 

14 | which I will allow those who have been here before to argue 

15 about. I am talking about the rhetoric, and I know the kind 

16 J of rhetoric around Ed Meese's supposed misdeeds, which 

i 

17 clearly would not have arisen if he were not a close friend 

18 ^ of the President of the United States. 

19 And Ed Meese did in fact nothing criminal, but he 

\ 

20 j was pilloried on the floor of the Senate and in Co mm ittees 

21 of the Senate and in hearings when he came to testify in 

22 circumstances because of the fact that he was a close friend 

23 of the President of the United States. And an argument 

24 could be made that he was sloppy in some of his financial 

25 activities. 

i 
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1 ; j I will not defend chat. I am just: making the 

2 | point that I think Harry Truman was talking about when he 

it 

2 ;! talked about heat and kitchen. 

l| 

4 ■ When the President of the United States has a 

5 | problem with close associations, and in this case, an 

6 , associate so close that he has married her, he had better 

7 j expect this kind of partisan shooting, and I do not think we 

8 | should say, well, it is inappropriate for it to come up. 

9 Because it always comes up, regardless of who controls the 

10 Presidency and who controls the Congress, and it is a single 

i| 

11 standard that all of us in public life have to live by. 

12 Usually, to our sorrow, we discover it, but it goes on. And 

13 I think we should recognize that is what is going on. 

J 

14 j The Chairman. Senator Bennett, would you just 

15 ‘‘ 

16 . Senator Gramm. If we are going to debate, we are 

17 never going to be able to finish this hearing. I would just 

18 ^ like to suggest we go through, let people make opening 

19 | statements, let's go to our panel, and let us ask them the 

20 | questions. 

21 ( If we go back and forth, we are going to tie up a 

22 third of the government here. Maybe some will say the 

23 country will be better off if they were here than doing 

24 their tasks, but we are paying them to do it. 

25 The Chairman. Well, we are moving as quickly as 

I 
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we can. 

I Senator Bennett, let me just say I think your 

i 

last point in a sense makes rr.y point. Ed Meese did come 
| under, eventually, the jurisdiction of a special counsel, 

' and that is when his name was cleared. 

I And I think what you are saying is, in that 

8 

situation, as I listen to what you say, if the Congress had 
| not come in and sort of bounced him around, and he had the 
^ chance to have the facts laid out as they eventually were 
with special counsel, that that was a proper and fair way 

for it to be done. 

i! 

• That is precisely the point we are making. 

Senator Bennett. I thank the Chair, 
j Let me go to the issue that Senator Boxer raised 

about outrage and what we are supposedly doing here at this 
jj hearing . 

And I share her sense of outrage about people 
i like Mr. Keating who ultimately went to prison and deserved 
I to. The thing I would hope we would pursue, however, is an 
| outrage on the other side of the circumstance, with which I 
; have personal experience. 

| And that is, S&Ls in my state that were being 

properly run, appropriately managed, the assets were being 
, well guarded and the depositors were being taken care of, 
that nonetheless were forced out of business by a very 

] 
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i 


aggressive R7C that was determined not cr.iy to shut down the 
bad appies, but were determined to close down the industry. 
And anybody who had an S&L was immediately suspect. And 
more than suspect, ultimately destroyed. 

And it is the flip side of what Senator Boxer 
talked about, people who had invested in good faith in a 
sound business that was soundly managed, who saw the 
depositors taken care of because of the bailout, and the 
shareholders lose their life savings because of very 
aggressive governmental activity. 

Now I do not expect that we can salvage that for 
those people who went through that circumstance. It 
happened during the infamous twelve years to which my 
colleague from Massachusetts keeps referring. 

I do not carry any brief for those administrators 
who did that during that period, but I would hope we could 
address the question of whether or not now in the present 
Administration there is an awareness of the fact that that 
mentality that I would compare to that that existed in Paris 
during the terror towards certain members of the aristocracy 
whether they had anything wrong to do towards the peasantry 
or not, existed in the management of the RTC, and whether 
that has been addressed, and whether there's been some 
attempt to cool that off. 

Finally, Mr. Chairman, I would submit, for the 
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record, a comment that appeared in the Denver Pose that I 
find quite disturbing. It is signed by a John E. Cavanaugh 
who is listed as the Oversight Manager in the Denver Office 
of the RTC. I do not, by any means, say that I agree with 
Mr. Cavanaugh and the accusations that he made, but it is a 
very inflammatory thing coming from an RTC official and I 
would hope it would go in the record and that there would be 
some kind of response. 

The Chairman. Without objection, we will place 
it in the record. I wouid like to see it. 

(COMMITTEE INSERT.) 
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The Chairman. Senator Faircloth? 

Senator Faircloth. Thank you, Mr. Chairman. 

I will attempt to cut through this quickly. 

I feel an apology is almost in order to our 
guests today, particularly those that did not come here for 
a Whitewater hearing. 

But the truth of it is the Administration had 
attempted to lock and limit the investigation into 
Whitewater and the opportunities that we have had to ask and 
to inquire into it have been extremely limited. We have 
been eating ice cream with a knitting needle and it is come 
out very slowly. 

(Laughter. ) 

. Senator Faircloth. And I readily agree that 

Administration would have been better served if they had 
brought it out early. 

We recently had the two reports from Mr. Hove's 
^ group, the FDIC, on the role the Rose Law Firm and the 
t Madison Guarantee Savings and Loan case. This is not an 
outside group. It wasn't even a report by the Inspector 
General. It was a report by employees whose career path is 
going to be determined by the investigation. It is a report 
by the legal division that retained the Rose Law Firm in the 
first place. 

The Rose Law Firm, Madison Guarantee Loan and 
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' FDIC have, and will continue to be staffed with personal 
! friends of individuals who have been implicated in 
•j Whitewater- related conduct. Some of the implicated 
j individuals are part of the Administration themselves, as is 
> the case with Webster Hubbell. 

| The FDIC legal division offered a report on the 

J relacionsniD of the Rose Law Firm and its client, Madison 

1 

:j Guarantee Savings & Loan, which attempts to exonerate the 
Rose Law Firm and Webster Hubbell in particular. It 
attempts to, and the FDIC from any wrongdoing or conflict of 
interest. 


However, once again, we have career government 
employees who are investigating their appointed superiors. 

I What the report does, and I assume you've read 

^ it, Mr. Hove, is list eight pages of memory lapses of 
| Webster Hubbell, FDIC employees, legalese quotations from 
the Arkansas Bar Association, and apologies for not having 
i or not following procedures. It is an eight -page plea of 
• insanity. 

S' 

> (Laughter.) 

Senator Faircloth. What the report does not do 
is change the fact that Killary Clinton and Webster Hubbell, 
as partners in the Rose Law Firm, profited on both ends of 
the Madison deal. They got it going and coming. 

It does not change the fact that Hillary and Rose 

\ 

\ 
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| intervened with her husband's political appointee in 

I Arkansas to keep Madison in business. It does not touch or 
talk to that. 

! 

. It does not change the fact that Hillary Clinton 

: was in a fifty-fifty partnership with James McDougal whose 

| savings and loan failure caused the FDIC action against 
Frost & Company. 

J It does not change the fact that Webster Kubbell 

was hired by the FDIC to represent what was left of Madison, 
despite the fact that it was being sued by a member of his 
family; his father-in-law. 

Now if you haven't read it, you ought to. It is 
really funny. The report says there was a conflict because 
] Webster Kubbell had built a firewall inside the Rose Law 
Firm between him and his in-laws, an Arkansas firewall. You 
$ could strike a match behind it and hear the scratch, see the 
glow, and feel the heat of his firewall. 

^ (Laughter.) 

Senator Faircloth. Of course, we now learn that 
in the case of Hillary Clinton, Vince Foster, and Dan 
Lassiter, the FDIC has exonerated Ms. Clinton from a 
conflict of interest without her even being interviewed. I 
do not know how you do that, but it worked out, without 
issuing a report. Totally, she was exonerated. No report, 
no interview. 

i 
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We do not know how much money the Rose Law Firm 
earned or she earned for the firm because it was a 
confidential settlement with Dan Lassiter. 

Hillary Clinton* s husband was bankrolled by 
Lassiter who's brother-in-law had his drug debts paid by 
Lassiter, and both of them were flown around Arkansas by 
Lassiter, and was hired by the gover nme nt to represent the 
taxpayers against Lassiter. 

Now if that isn't a conflict, I do not know how 
you would design one. 

Now the FDIC decides that she had no conflict of 
interest and exonerates her. This after the person at the 
Chicago Tribune, I assume they're right, reported had Dan 
Lassiter's power of attorney, was sent to the White House to 
move the Whitewater files of Vince Foster, a Ms. Thompson. 
She was sent in to remove the files from Vince Foster's 
office. She had Dan Lassiter's power of attorney. 

Now if this isn't a cozy arrangement, Z would 
like to hear one. 

Mr. Chairman, you cannot tell the people of 
America who work hard, pay their taxes and play by the 
rules, that these insiders who use connections, profit on 
both ends of deal after deal, ultimately at taxpayers' 
expense, do not have a conflict. 

Mr. Hove, the FDIC report means absolutely 
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nothing. I hope the search for the truth will go on. 

The Chairman. Senator Shelby? 

Senator Shelby. Thank you, Mr. Chairman. 

I have been in another Committee hearing, but I 
do have a statement. 

Mr. Chairman, thank you. I want to thank you as 
others have for scheduling this morning's hearing. This 
Committee has been very busy, but you are to be commended 
for finding an early date to hear from the RTC Oversight 
Board. It is very important. 

I would also like to welcome the witnesses today 
before this Committee. I am glad for the opportunity to 
hear from the Oversight Board on the progress of the 
Resolution Trust Corporation since the last oversight 
hearing. 

At the last hearing at which this panel was 
present, you were a new team which had just taken over the 
responsibility of the RTC. In the intervening year, you've 
had an opportunity to become familiar with the inner 
workings of the agency and presumably to make any necessary 
changes . 


22 I am very interested in your progress. 

23 However, I have a couple of concerns. It is my 

24 understanding that fewer thrifts them anticipated are likely 

25 to fail before the middle of next year. That is good news. 
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It is highly likely chat Congress appropriated ** 
maybe, I hope so -- coo much money Cor che remainder of the 
resolution process. This excess funding could encourage the 
RTC to be less aggressive in its efforts to obtain the 
maximum recovery for the taxpayers. 

I hope that this will not be the case, and that 
the RTC will pursue vigorously the best value for the 
taxpayers . 

Further, 1 understand that resolutions are 
currently being delayed while the RTC completes regulations 
concerning the minority and women* owned business program. 
This delay is unfortunate . I urge you to see chat these 
regulations are completed quickly so that the RTC can 
proceed with che resolution process and complete its 
business before the middle of next year. 

I am sure there are few others who will be more 
pleased to see che lights turned off at che RTC than the 
five of you. 

And on another subject, I make, the following 
remarks only because I know it is been discussed already 
here today, and I wanted to make my position known. 

On the issue of the Madison Savings & Loan, there 
are unanswered questions that bear further scrutiny. We all 
know this. 1 believe that is in the best interest of the 
President and Mrs. Clinton and the right of che American 
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1 people co have a full and fair review of the faces 

3 

2 surrounding the failure of Madison Savings & Loan, 

3 ' Whitewater DeveloDment Corporation and the Rose Law Firm by 

i 

4 ■ the FDIC. 

5 However, Mr. Chairman, I strongly believe this 

6 ] investigation is most properly handled by the independent 

7 counsel appointed by the Justice Department. Should Mr. 

8 | Fiske uncover violations that warrant prosecution or other 

9 things, these efforts may be jeopardized, I would think by 

10 concurrent Congressional investigation. 

11 We know the history of this. I believe the 

12 Chairman has defined appropriately the role that this 

13 Committee should play at this time. 

j 

14 The public interest I believe will be best served 

i 

15 by the RTC's utmost cooperation with the special counsel as 

16 he conducts this investigation. 

17 I again appreciate the Board's appearance before 

18 this Committee, and I look forward to your testimony. 

19 ’ The Chairman. Thank you very much, Senator 

20 Shelby. 

S 

21 I want to say to my witnesses, we are getting 

22 close. 


23 

24 

25 


Senator Gramm? 

Senator Gramm. Well thank you, Mr. Chairman. 
Mr. Chairman, first let me go back to the whole 
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s 

■j 

point about why we are here and why, as we all know, this 
! hearing is about Madison Savings & Loan. 

First of all, we have a mandate under law to hold 
an oversight hearing every six months. We have flexibility 
within that mandate, but the bottom line is this is the 
? first hearing we have held in a year. 

i 

And the primary focus of attention in this 

•I 

* hearing is not the general oversight of the RTC, though 
clearly focus on that is worthy of our time and our energy. 
We all know why we are here and we are all here basically 
because there are a lot of unanswered questions that 
ultimately will be answered. The American public will 
demand that they are answered. 

^ But as long as they're not answered, we are going 

to end up spending our time in the use of our energies in 
j mornings like this. Many of you are going to end up 

* spending your time in similar pursuit. 

j And the first point I would like to make, Mr. 

^ Chairman, is that the President could do us all a favor by 
j giving the American public the relevant facts in these two 
cases, in Whitewater and Madison Savings. Give the public 
the information that clearly the public desperately wants to 
clear the air on this matter. 

And I believe if the President did that that he 

i 

i 

could free himself of a very heavy burden, and I think he 
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could free us. 

If I had wanted to be a prosecutor, I would have 
gone to law school and I would have gone into the criminal 
justice system. This is not my line of work, it is not 
something that I feel I have any gift at, and quite frankly, 
it is not something that I am interested in. 

But we can' t very well act as if it is not normal 
mode of operation in the United States Congress. I just was 
jotting down here, given my poor old memory, examples of 
where we have had criminal investigations underway and where 
we have had Congressional hearings. 

Silverado, B&L, Penn Square, BCCI, Bank of New 
England, Empire Savings, and in the case of B&L, we had an 
independent counsel. So I think everybody knows that 
whether we want to be drawn into this thing or not, whether 
it is a good use of our time and energy or not, whether we 
are specifically charged with it or not, until the President 
clears the air by giving the American people the facts, we 
are going to be here. 

I hope that he will do that. There is nothing I 
would rather do than to get on with the Balanced Budget 
Amendment debate which is on the floor, to get on with the 
debate about health care. 

But I think clearly this is something that is not 
going to go away. The idea that somehow that we can prevent 
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■ che Congress from demanding chac informacion be proyided 
when we all know, and we can all cry co find chings chac are 

1 

• differenc abouc chis case, but chere is no knowledgeable 
" person in America chac believes for a momenc chac if Ronald 
Reagan were President, if an aide to Ronald Reagan had died, 

1 

i 

if che personal papers of chac aide had been gone through by 
President Ronald Reagan's political operatives, if all of 
! these quescions were out chere abouc Ronald Reagan, surely 
no one can believe chac che Congress of che United States 
would not be setting up special committees, chac it would 
not be che primary focus of what we are doing. 

Because che President's party is in power, 
clearly chat is not happening. And I am not eager co see it 
happen. Whac I would like co see happen, Mr. Chairman, is 
for che President co present che American people che facts, 
answer che quescions, clear che air, gee chis business over 
wich so we can go on abouc our business, which is che 
^ people's business. 

The Chairman. Secretary Bentsen, you have been 
very pacienc chis morning, and we look forward Co your 
report on che status of Che RTC, and where we stand at chis 
point, and we would like co hear from you now. 
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STATEMENTS OF HONORABLE LLOYD BENTS EN, CHAIRMAN, RTC 
THRIFT DEPOSITOR PROTECTION OVERSIGHT BOARD, SECRETARY, 
DEPARTMENT OF THE TREASURY; 

HONORABLE ALAN GREENSPAN, MEMBER, RTC THRIFT DEPOSITOR 
PROTECTION OVERSIGHT BOARD, CHAIRMAN OF THE BOARD 
OF GOVERNORS, FEDERAL RESERVE BOARD; 

HONORABLE ROGER ALTMAN, MEMBER, RTC THRIFT DEPOSITOR 
PROTECTION OVERSIGHT BOARD, DEPUTY SECRETARY OF THE 
TREASURY AND INTERIM CEO, RESOLUTION TRUST CORPORATION; 
JONATHAN FIECHTER, MEMBER, RTC THRIFT DEPOSITOR 
PROTECTION OVERSIGHT BOARD, ACTING DIRECTOR, OFFICE 
OF THRIFT SUPERVISION; 

HONORABLE ANDREW C. HOVE. MEMBER 

RTC THRIFT DEPOSITOR PROTECTION OVERSIGHT BOARD, 

ACTING CHAIRMAN, FEDERAL DEPOSIT INSURANCE CORPORATION; 
DIETRA FORD, EXECUTIVE DIRECTOR 
RTC THRIFT DEPOSITOR PROTECTION OVERSIGHT BOARD 
Secretary Bent sen. Mr. Chairman, members of the 


i 
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Reserve . 


I have the Oversight Board Members with me here. 
Alan Greenspan, Chairman of the Board of Federal 


Roger Altman, who is the Interim CEO of the RTC. 

I have got Jonathan Fiechter, who is the Acting 
Director of the Office of Thrift Supervision. 

Andrew Hove is the Acting Chairman of the Federal 
Deposit Insurance Corporation, also accompanying us. 

Dietra Ford, who is the Executive Director of the 
Oversight 3oara. 
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And I have a longer version for the record, but I 
would like to summarize it, particularly with the lateness 
of the hour, if I might. 

The Chairman. We will make your full report a 
part of the record, and we would like your summary. 

Secretary Bentsen. Before I begin, in listening 
to the partisan exchange, let me thank the members of this 
Committee for their bipartisan support last year, in the 
last session, to obtain the funding to finish the RTC job. 

I am quite appreciative of that. 

Let me tell you something you do not hear very 
often. We are not here to ask for more money. 

(Laughter. ) 

(Applause. ) 

Secretary Bentsen. The funding provided through 
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the RTC Completion Act ought to be sufficient. In fact, 
they tell me this is the first time that the Oversight Board 
has been before you that it wasn't asking for additional 
money and funding. And I am just very pleased to be able to 
inherit that honor. 

I am also happy to report that few S&Ls are 
failing, and 99 percent of private sector thrifts are well 
or adequately capitalized. 

Let me review some of the numbers for you.. 

Since the RTC was created in 1989, it is taken 
over 743 failed institutions and it is closed or sold 680 of 
them. In the process, it protected nearly 23 million 
deposit accounts with an average balance of $9,000. RTC 
made good on the government's guarantee of deposit insurance 
to millions of Americans nationwide, and I might add it did 
it with minimum disruptions. A lot of the customers did not 
even know that the RTC had taken over their S&L. 

The RTC also undertook the greatest liquidation 
in history, so far disposing of $393 billion in assets for 
about 90 percent of their book value. 

Frankly, I couldn't believe that one. I made 
them go back and check it again for me. 

The RTC' s sold, since its inception, nearly 
80,000 units as affordable housing, so at least tens of 
thousands of lower income families have benefitted as this 
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1 ] problem is being solved. 

i 

2 ; Crime is at the top o£ our agenda these days. We 

3 \ talk about violent crimes. Well, this scandal had 

4 | criminals, had white collar criminals. More than 1500 

5 persons were charged with major crimes involving S&Ls. 

6 j Nearly 1250 were convicted, and of those 

7 sentenced, more than 75 percent went to prison. RTC has 

8 | pursued civil recoveries from wrongdoers with all involved 

9 agencies collecting nearly $2 billion. 

10 Mr. Chairman, when this Administration took 

11 office, the total cost of resolving the S&L problem was 

12 estimated between 5100 and $150 billion. When I testified, 

13 just last month, we thought as much as $45 billion in 

14 '■ additional funding would be needed. That was on top of the 

i 

15 nearly $87 billion already appropriated. 

16 A lot of people agreed with us. The 

17 Congressional Budget Office estimated $50 billion. The 

18 ^ General Accounting Office had us around that level. And so 

19 ' did the House and the Senate Budget Committees. 

20 ( As RTC funding legislation moved through the 

21 Congress last year, constantly improving economic conditions 

22 resulted in record earnings for the S&L and the banking 

23 industries. By mid -November, after lengthy deliberations in 

24 both houses, the funding bill provided $18.3 billion. And 

25 that provided the total amount that was provided by Congress 
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for che cleanup co $105 billion, a figure on the low end of 

i 

’ che estimate when chis Adminiscracion cook office. 

4 

I know the results could have been different, 
easily. Depositors could have lost all their savings. The 
loss to the government could have been far greater. 

|( Resolution of che problem could have caken much longer. But 
co the credit of a great many people, and they are seated in 
Chis Committee, in addition, che problem is near resolution. 

I would like co give some credit to che 
management of the RTC. And I think we sure better credit 
che economy. Deficit reduction has helped interest rates to 
fall. 

We have taken steps to increase the availability 
. of credit. Tackling unnecessary regulations and report 
requirements that discourage lenders from making loans to 
small business. And we will continue to propose changes 
that will result in greater credit availability and 
efficiencies in the banking industry. 

This is why we want to settle a number of issues, 

■ including passage of* the Community Development Financial 
Institutions legislation, which includes a balanced 
reduction and regulatory reform. 

1 will before this Committee next week with 
specifics on the Administration's proposal to reform and 
simplify the regulatory structure for depository 
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institutions . 

Our proposal will not only eliminate unnecessary 
regulatory expenses, which could result in the availability 
of greater credit, but as importantly, it can help avoid new 
crises by putting a stop to inconsistent and confused 
regulation. 

we will talk more about that next week. 

But the point I want to make on deficit reduction 
is that the market responded. The economy responded. 

Housing starts and home sales are up, and that is sure good 
news when you're the RTC and you're trying to close a 
property. 

I can't help think back what a dramatic 
difference interest rates make. I used to chair a savings 
and loan. I am sure glad I sold it when I came to the 
Senate . 

( Laughter . ) 

Secretary Bentsen. I will tell you. Not smart, 
just lucky. But I will tell you, when you have got your 
mortgages at one rate, and all of a sudden long-term 
interest rates go substantially above that, you have got 
yourself a real problem in an S&L. 

And when you have got the government saying we 
will guarantee the first hundred thousand, and you have got 
a small, new S&L, and then they all three bundled up. 



Ace-Federal Reporters, Inc. 

Nationwide Coverage 

2QM47-J700 - 8004364M6 410484-2BO 


15413 



2991 


"S540IC1 

_T B/aeh 

1 

2 

3 

4 

5 

6 

7 

8 
9 

10 

11 

12 

13 

14 

15 

16 

17 

18 

19 

20 
21 
22 

23 

24 

25 


72 


I hundreds of billions and send it tc a little S&L, you saw 

' 

] that thing haopen in Vernon, Texas, did exactly that. 

I 

■! Ana then you see the others who are honestly 

| trying to compete and what a hole it puts on them, 
j Fortunately, we are seeing things go the other 

| way with this substantial reduction in interest rates. 

And I want to say to you, Senator Bennett, I have 
seen some of what you're talking about too. But sometimes 
j they were oversights, and that balances in part the concerns 
■ about what Senator Boxer has of those that have been ill- 
used and guilty of malfeasance. 

i 

s But lower interest rates and increased credit 

J activity have brought about increased earnings for all types 
| of financial institutions. 

Many S&Ls that may have been at risk are now 
| making profits. You and I know we can't predict what is 
( going tc happen between now and '95 when the RTC goes out of 
j business. Nobody foresaw the floods and the earthquakes and 
j they had their economic consequences. 

| We are not done yet. Through '95, RTC must 

' continue to protect depositors, must dispose of some very- 
| hard-to-sell assets, and it must ensure its operations are 

run effectively. It must work toward an orderly transition 

; i 

, of its responsibilities to the FDIC and it must never lose 
sight of its mandates to provide affordable housing and 
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maximum minority participation, including implementation 

• provisions of the RTC Completion Act. 

N 

I have urged the RTC to work aggressively on the 

| issue of minority participation. It is imperative that 

!! 

minority and women- owned businesses have an ample 

jj opportunity to win contracts, to purchase assets, and to 

, acquire failed thrifts. In fact, the RTC is taking special 

i 

; care to meet the requirements of the Completion Act to 

provide preferences to minority institutions by applying the 
lease cost test. 

Let me be more specific about some of those 
things I mentioned. 

The RTC has begun resolving £3 insolvent 
institutions now operating in conservatorship, which have 
about 2.3 million deposit accounts. Some additional 
institutions may be transferred this year, if so, the RTC 
will make good on the government's guarantee to those 
insured depositors and any others who might yet fall under 
its jurisdiction. 

j Insofar as the remaining inventory of nearly $64 

billion in assets, these, as you said earlier, Mr. Chairman, 
are the most hard to sell properties that are left. Real 
property and non -performing mortgages. 

While the improved economy helps sales, the 
potential loss to the taxpayers could be reduced if these 
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assets are managed and sold efficiently. The RTC is wording 
on improving its marketing and sales strategies. It is 
seeking creative yet sound techniques to maximize returns. 

To fulfill its remaining mission, the RTC will 
benefit from good managers. 

Jack Ryan of OTS was appointed Deputy CEO. 

Helen Cook cf the OTS has been appointed General 

Counsel . 

And Tom Horten has been promoted to Acting Senior 
Vice President for Asset Management and Sales. 

And I can tell you today that the Administration 
expects to submit its nomination for a permanent chief 
executive shortly. 

I thank Roger Altman for the service that he has 
done as the interim CEO. His term expires the end of March, 
and we hope by then to have a candidate. 

In line with the RTC Completion Act, Jack Ryan 
will serve as the interim CEO between the time Mr. Altman's 
term expires and the permanent CEO is confirmed. 

The Oversight Board will also make some 
appointments to the Audit Committee which will be in 
operation soon. 

I have asked Frank Reins, Vice Chairman of Fannie 
Mae, to chair that one. 

And to serve as members, we asked Jonathan Victor 


i 
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1 

s 

of OTS, Robert Larson, Vice Chairman of the Taubman Company 
and a former member of the Oversight Board. Mr. Larson has 
also been renominated to serve on the Oversight Board and I 

:l 

hope you will be able to approve his nomination soon. 

The RTC will close down on December 31st, 1995, 

9 

one year earlier than originally thought, and planning for 
that is well underway. 

I expect the new management to work with the 
people at the FDIC in a cooperative way to carry out the 
transition of the RTC to the FDIC. This past year, the 
Oversight Board has also strengthened our staff reviews. 

I was being reminded of my testimony of last 
year, the recommendations and the improvements that we 
sought to bring about. We have done a number of them; we 
have r.ot ■ completed them all. We are obviously still working 
at it and we are scrutinizing some. 

For instance, our staff has been monitoring the 
RTC* s efforts to improve its contracting systems and its 
oversight. The review is being conducted to make sure 
^ policies are applied uniformly to all contractors, that 
contract oversight procedures provide effective review of 
performance, another example. 

Staff has focused on the RTC's financial 
operating plan, its operating budget and all it is barring 
activity and our advisory boards are taking hard looks at 
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the policies governing asset sales. 

Lace last year, Ira Hall of IBM USA was named 
Chairperson of the National Advisory Board, bringing 
considerable financial expertise and private sector 
expertise to that process. 

These Boards meet regularly at sites nationwide. 
They discuss progress and they hear testimony from 
witnesses, and how these regulations and procedures affect 
different parts of the country. 

The RTC listens to their advice, and they have 
been instrumental in advancing affordable housing 
opportunities . 

Our advisory board structure will change this 
year. The Completion Act created a new Affordable Housing 
Authority Board to replace the National Housing Advisory 
Board. 


That new Board will be made up of nine members, 

• including the Secretary of HUD. They will be providing 
jj advice on affordable housing programs and how to merge RTC 
| programs with the FDXC programs after the shutdown, and we 
are looking forward to working with them. 

Now, last year at this hearing, 1 said I 
announced those ten goals insofar as improving or reforming 
RTC management. Things like putting in place a system to 
ensure prompt follow-up on findings of the Inspector General 
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and the General Accounting Office, strengthening the 

i 

contracting system and oversight of private sector 
• contractors. Appointing a chief financial officer. 

i 

The RTC Completion Act mandated and expanded on 
. those reforms and RTC is moving to meet the standards that 
Congress determined and set. 

I am pleased with the results. 

ji 

In a minute. I would like Roger Altman to discuss 
them with you. one by one. 

I hope you especially note what we have done on 
opportunities for minority and women- owned businesses and in 
strengthening our internal accounting and administrative 
control systems. 

I personally believe that these programs are an 
important part of RTC duties and that this is an area it 
must continue to focus on to ensure legislative mandates are 
carried out. 

Mr. Chairman, let me end on this. I believe that 
the RTC has made significant progress in the past year in 
achieving its mandates and in addressing the concerns that 

! 

you folks in the Congress raised, concerns by the GAO and by 
the Oversight Board. 

You bet there have been a lot of problems but the 
organization has been relatively free from partisan 
conflict. Republicans and democrats alike have been 
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committed to fulfilling the government's obligations to 
protect depositors at the least cost to the taxpayers. In 
1994 we will keep working at that one. 

And looking to 1995, well, I believe the RTC will 
be more than happy to be out of business. I sure will be 


happy. 

Thank you. 

Now let me turn it 
(Written statement 


over to Mr. Altman, 
of Secretary Bentsen follows:) 
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The Chairman, 
from you now. 
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10 
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Altman, we would like to hear 
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j 

1 ' STATEMENT CF HONORABLE ROGER ALTMAN, MEMBER, RTC THRIFT 

2 DEPOSITOR PROTECTION OVERSIGHT BOARD, DEPUTY SECRETARY 

3 OF THE TREASURY AND INTERIM CEO RESOLUTION TRUST 

4 • CORPORATION 

5 Mr. Altman. Thank you, Mr. Chairman. 

J 

o I too have a longer statement which, with your 

s 

7 permission, could be entered into the record. 

8 * ' The Chairman. Without objection. 

9 Mr. Altman. And I will summarize it here.. 

10 This is probably the final time I will appear 

11 before the Congress in RTC capacity. Under the terms of the 

12 Vacancy Act, my appointment would expire on March 30th. 

13 There are limited circumstances under which that could be 

14 ' extended, but I do not believe they will apply. 

15 As Secretary Bentsen said, it is our intention to 

16 nominate a permanent chief executive as soon as possible. 

17 Last year, we chose, I think a fine candidate, Fanley Tate. 

18 . He withdrew, which was not at our urging. And I believe he 

19 would have done a good job. 

20 I also want to join with Secretary Bentsen in 

21 thanking the entire Committee for its bipartisan efforts to 

22 secure funding through the Completion Act passed late last 

23 year. 

24 I would also like to note that the RTC has taken 

25 speciSal efforts to be responsive relative to the California 
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earthquake. Foreclosures in those effective areas have been 
delayed. Homeowners are being helped to avoid delinquencies 
on mortgages held by the RTC. 

And we notified FEMA of 54 multi* family units and 
47 single family residences that can be made available for 
temporary housing. 

Now onto the status report . 

Mr. Chairman, the S&L collapse required the 
biggest financial fescue probably in world history. 

Including money spent by the FSLIC, beginning in 1988, it is 
expected to cost the American taxpayers the staggering some 
of about $150 billion. 

To put that into perspective, at today's budget 
levels, that is equivalent to about 45 years of Headstart, 
about nine years of aid to families with dependent children. 
At a time when we all struggle to finance federal support of 
vital activities, from national security to education, these 
are sobering comparisons. 

I am sure all of us would agree, on a bipartisan 
basis, to make every effort to ensure that such a fiasco is 
never repeated. 

When we inherited responsibility for this agency, 
it was not in sound condition. It was one of the largest 
contracting organizations of all time. But it had poor 
contracting procedures. It was selling assets in massive 
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1 

1 blocks, denying local investors a shot at local properties 

■i * 

2 ■ which they knew best. 

3 jj And despite being larger than almost any American 

4 ■ financial institution in the private sector, any bank or any 

5 securities firm, it had no full time chief financial 

s 

6 ^ officer, no permanent general counsel, and it had no 

j! 

7 business plan. 

9 ' So we determined to concentrate on repairing the 

9 organization. And when Secretary Bentsen first testified 

10 before this Committee, almost exactly a year ago, he 

11 outlined a series of management reforms to which we 

12 committed ourselves. 

13 And I would like to very quickly just review some 

14 of those. 

< 

15 A full-fledged review of all 21 of them is 

16 appended to my statement. 

17 Contracting. We found that the agency's contract 

18 j award procedures had often been violated in the past, and 

19 our first action there was to mandate compliance. Same of 

5 

20 • the compliance problems reflected weak organizing 

21 principles. Contracts were often let by the same employees 

22 responsible for overseeing them. 

23 Obviously, in the event of a compliance problem, 

24 the employee then had little incentive to draw attention to 

25 it. So the Office of Contracts has been reorganized into 
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1 | two separate units; one £or contract solicitation and award, 

I 

2 i and another £or contract administration to avoid conflict. 

3 jl And the scope of contracting oversight has been 

4 1 substantially expanded. Among other things, the staff there 

5 has been more than doubled, and reviews of nearly 500 

j 

6 i outstanding contracts were undertaken last year. 

7 Next, audits. A new reporting system has been 

8 jj implemented to ensure that management responds to the 

9 concerns raised by auditors, and that system now tracks and 

10 updates the status of all inspector general, GAO, and 

11 internal RTC findings and recommendations. And I am pleased 

4 

12 to say that the RTC today is current in following up on 

13 almost all GAO and OIG findings. 

14 51 Business plan. We completed a comprehensive 

i 

15 business plan. We provided copies of that to this 

16 Committee. It is a highly detailed, and I think, 

17 objectively speaking, a good piece of work. It is intended 

18 ■ to be a living document, and we are going to update it 

19 j regularly as conditions warrant. 

20 • Chief financial officer. Donna Cunningham, our 

21 chief financial officer, has been on board for about eight 

22 months. She's taken that helm very ably, as reflected in a 

23 series of improvements in the internal controls in the 

24 organization. 

25 The professional liability section. This has 



Ace-Federal Reporters, L\c. 

Nationwide Coverage 

202-347.3700 800-3364646 410486-2330 


15425 



3003 


795401 Cl 
- T B/aer. 


3 

4 

5 

6 

7 

8 
5 

10 

11 

12 

13 

14 

15 

16 

17 

18 

19 

20 
21 
22 

23 

24 

25 


been a particularly troubled area of RTC operations. There 

.i 

,, have been complaints from both sides of the spectrum, as the 

!i 

comments already here today illustrate. 

Complaints that the RTC was unfairly pursuing 
former S&L directors who had no real roles in those 
organizations, and on the ocher side, complaints that the 

i 

RTC was not sufficiently zealous in pursuing the real 

i! 

crooks . 

As GAO recognized in its mid- 1993 report, the 
primary problems have involved inadequate staffing and an 
overall lack of experienced attorneys. And the temporary 

. nature of the RTC has made it particularly difficult from a 

li 

recruiting point of view. 

ij 

j. But we have worked hard to increase the size and 

the training of the staff in this area. We currently have 
, the highest total of attorneys on board in the agency's 
history. Moreover, senior RTC and FDIC officials are 
planning to merge the RTC unit here, the PLS unit with its 
j counterpart in the FDIC, recognizing that the FDIC is a 
•; source of experienced attorneys in this area. 

I also want to say that effective prosecution of 
PLS claims continues to be one of the RTC's highest 
priorities. 

Secretary Bentsen referred to our having formed 
an Audit Committee and appointed its members. We have also 

i 
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established a Joint Coordinating Committee with the FDIC for 
purposes of planning the transition of portions of the RTC 
back into the FDIC by the end of 1995. 

I would like to make a special set of comments 
about expanded opportunities for minorities and women. 

That has been one of our highest priorities, as 
Secretary Bentsen said. 

First of all, we elevated the minority and 
women's program to the divisional level, put the head of it 
on the Executive Committee reporting directly to the CEO. 

We took action to expand the number of minority 
and women- owned businesses receiving RTC contract 
solicitations. And there are now more than 1100 of them in 
our database. 

Let me say a couple of words about the record. 

On a cumulative basis since inception of the $3.7 
billion awarded in non-legal fees, $800 million have been 
awarded to minority and women -owned businesses, 21 percent. 

Take a look at last year. We paid non-legal fees 
of $500 million, and minority and women -owned businesses 
received 31 percent of those. 

We also continued efforts to encourage the use of 
minority and women- owned law firms on the legal side, as far 
as legal fees are concerned. 

Last year, such firms received 54 million or 13 
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ii percent zt all legal fees from us, a big increase of the 

) 

j 1992 level. 

f And within the category of minority and women- 

i; owned law firms, minority- owned law firms received 36 
^ million, far above the 23 million of a year before. 

• I think the entire RTC is quite proud of the 

E 

f sharply increased levels of minority and women's 
? participation in all of the fee generating activities of the 

ii 

' agency. And details on that are also appended to my. 
statement . 

Turning briefly to operations and financial 

j issues, Secretary Bentsen cited a series of statistics 

relative to the amounts of institutions which have been 

ii 

j resolved since inception, to me the most important statistic 
is $9 , 0C0 . $9,000 that is the average balance in 

!j institutions which have been resolved. And for those who 
think this has been a bailout of the rich and famous, I 
j think that is a pretty telling number. 

j We have 63 institutions under conservatorship 

j today, 18 billion of deposit. Now that the Completion Act 
is law, we are in the process of marketing these remaining 
conservatorships. We think these 63 will be resolved, Mr. 
Chairman, by the summer of this year. And that it should 
' cost $9 to $11 billion to do that. 

On the asset sales side, we exceeded the targets 

i 

j 
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we initially sec last year. Book value reductions, $63 
j billicr.; cash proceeds, 76 percent of that. That is a 
! recovery rate below previous years because now we are down 

J 

- to poorer quality assets, hard- to- sell assets, 
j For this year, 1994, we expected to reduce the 

book value of our inventory by $43 billion, cash proceeds, 

^ $29 billion, projected recovery rate, 66 percent. 

ij Now on this asset sales side, one of the things 

1 

we did was to put in place a small investor program.. 

Because if I heard anything in this past year in this 
' capacity, it was that local investors did not have a shot at 

local properties which they knew best. So we took steps to 

s 

ensure that assets would be available for sale individually 
• to small investors with moderate levels of capital. 

Under this program, individual offerings of real 
jj estate properties have been emphasized. Underscore 
individual . 


j Auctions and sealed bid sales have become more 

frequent and geographically focused, 
j Smaller loan pools are being offered to allow 

buyers to purchase smaller, more geographically segmented 
| groups of loans. 

And I am pleased to say that at the most recent 
non -performing loan auction in August last year, a third of 
the winners were new buyers who had not participated before, 
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| and the new bidders, overall bidders were, for the most 

| part, smaller companies with a much higher preference for 

j smaller loan pools and were most interested in buying 

” geographically focused loan paclcages located in their own 

ji 

i areas . 


o | Affordable housing. Secretary Bentsen noted 

7 'j this. From, since inception, we have soid over 77,000 units 

9 J for a total of $1.2 billion. The average annual income of 

5 households purchasing in that program has been about 
1C $24,000, which, by the way, is 61 percent of the national 

i 

11 median family income. 

12 ^ Finally, Mr. Chairman, the issue of 

13 whistleblowing. 

14 j As was noted earlier, last September, this 

15 Committee held oversight hearings where a variety of 

16 allegations were made, including retaliation against 

17 whistleblowers . 

18 » Let me emphasize, in the strongest terms, we 

13 j support protections for whistleblowers and have taken 

20 i several actions to address those allegations. I issued a 

1 

21 memorandum on October 4th to all RTC employees strongly 

22 reiterating our policy of prohibiting retaliation against 

23 whistleblowers. 

We established an employee ombudsman program to 
augment the efforts of the inspector general in gathering 
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1 ail types of employee allegations. That ombudsman reports 

2 directly to the CEO on a weekly basis. 

3 And I think that program's working pretty well 

4 because as of February 15th, we have received 116 inquiries, 

5 96 of which have been closed and 20 of which are still 

6 pending . 

7 We also had conversations, in person and by 

8 telephone, with six of the individuals who testified here 

9 before this Committee. And during these interviews, we 

1C solicited comments, feedback, and suggestions from them on 

11 how best to remedy the problems which they raised. 

12 And a number of those interviews were insightful 

13 and have been taken into account in our efforts to remedy 

14 some of the management problems at the RTC. 

15 And I just want to underscore how seriously we 

16 have taken these allegations, and that hundreds of hours 

17 have been spent working to understand and resolve them. 

18 In closing, the Completion Act requires the RTC 

19 to terminate on December 31st, 1995. We will make that. 

20 There is no question we will make that, and I think it will 

21 be a happy day for all concerned, especially the American 

22 taxpayer. 

2 3 Thank you . 

24 (Written statement of Mr. Altman follows:) 
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The Chairman. Thank you very much. 

We are going to now proceed with the questions, 
and we will go with normal five-minute time periods. 

Chairman Greenspan, let me start with you. The 
Federal Reserve of course has raised interest rates earlier 
this month, and you have just indicated publicly again that 
further increases are likely. 

And we know in the past that rising interest 
rates have the effect of causing significant problems for 
thrifts. 

Now obviously the amount is highly relevant. 

But my question to you would be what effect are 
these higher interest rates likely to have on the RTC, and 
for that matter, on the future health of the thrift 
industry, which is still trying to work its way back? 

Chairman Greenspan. Mr. Chairman, I think you 
raise a very important question because one of the lessons 
of this whole experience has been that we have, we put into 
place in the early post-war years, an institution which was 
a specialized institution, one which could not function in a 
period of significant inflationary imbalances, an 
institution which had long-term assets and short-term 
liabilities. 

And as the Secretary indicated, when interest 
rates generally go up, that institution is pressed, as 
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1 indeed we saw in an extraordinary sense in the period 1979- 

2 I960. 

3 One of the things that is very important that we 

4 not allow to happen again is that extraordinary type of 

5 inflationary imbalance which was do destructive to those 

6 types of institutions. To be sure, savings and loans, as a 

7 < consequence of that, have restructured their balance sheets 

8 I to a significant extent, and then maturity mismatch is not 

9 ^ the size that it was previously. 

10 Nonetheless, should interest races rise 

3 

11 ^ significantly, then I think it does put those institutions 

12 | in a very difficult position. It is been the concern of the 

13 ? Federal Reserve that we endeavor to fend off any such types 

14 | of inflationary instabilities, and the actions that we took 

15 on February 4th, and the general discussion which I outlined 

16 j to the House Banking Committee subcommittee in trying to 

17 ^ comprehend the type of problems that may be out there were 

18 j put forward precisely to prevent the types of difficulties 

19 | which so debilitated the savings and loans. 

20 j To date, the affects on these institutions of 

21 course have been minimal and we do not expect to see any 

i 

22 particular problems emerge on that. 

23 But I would like to ask my colleague, Jon 

24 j Fiechter, what he sees. He is looking at these institutions 

25 in a much more detailed way than I. 

i 
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MR. iIZCKTER. I would echo what Chairman 
Greenspan said. 

Well, first, clearly a major risk in the thrift 
industry, given the nature of the business, is interest 
rates, but a real difference between the thrift today versus 
the thrift of the late seventies that ran into so much 
difficulty when there was the rate spike in the early 
eighties is that restructuring, both of assets and 
liabilities. There are a lot of thrifts now that will not 
hold fixed rate mortgages any longer because they went 
through the early eighties. 

Also as a consequent of removal of Rate Q 
institutions are much better able to manage their 
liabilities . 

As you know, Mr. Chairman, as a consequence of 
FDICA, OTS has spent a lot of time on interest rate risk. 

We have a fairly extensive model. 

In anticipation of this, I asked the staff, based 
on the information that thrifts now provide, what would be 
the effect of a 200 basis point increase in interest rates 
if it were to happen as an across the board increase. And I 
do not think we are talking about that type of change. 

Only ten institutions would fail their current 
capital requirements. None of them would go below two 
percent capital, however. And while it is a very uncertain 
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world we live in, the analysis that we have done has 
suggested that at least in the numbers that we are talking 
about today, the thrift industry is much better positioned 
to handle rate increases going forward. 

The Chairman. I think that is an important 
response because I think it shows, as well, that in re- 
engineering through FIRREA and then FDICA, the arrangements 
that the general strategy is working now. If we get 
overtaken by events that were to drive interest rates above 
200 basis points, then we are into a different zone. 

But let us hspe we are not going to deal with 


that. 


Chairman Greenspan, let me ask you one other 

question. 

This issue has obviously gotten a lot of 
attention here this morning. 

Are you satisfied with the way that the Madison 
Guarantee issue has been handled by the RTC? 

Chairman Greenspan. The Oversight Board has, as 
far as I am concerned, had no relationship with the Madison 
issue, because that is a special case which is handled by 
the RTC directly. And 1 must say I have not followed it in 
any manner which would enable me to address the question in 
a useful manner for you. 

The Chairman. Senator D'Amatc? 
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Senator D' Amato. Thank you, Mr. Chairman. 

Mr. Hove, on August 10, 1989, there was a letter 
written to Mr. John O'Donnell by Ken K. Schenck, a credit 
specialist. I do not know whether you have seen this letter 
in your reviews of this whole matter. 

Just let me read you the last paragraph. 

In the process of our suit against Frost & 
Company, we will most certainly examine practices and 
procedures Madison Guarantee used in their day to day 
operations. We are making this information available in 
detail to Mr. Hubbell. 

Now listen to this sentence. 

To believe that none of this information will 
make it back to his family is naive. I do not know whether 
or not any information upcoming will be damaging. However, 

I would like someone with a lighter scope of authority to 
review the situation and possibly eliminate this conflict. 

Here is a credit specialist who is telling you 
what the real world is about. He was there. 

Now, let me go on. 

In the report released by the FDIC, the eight 
pages of what I think is the most incredible whitewash of 
Whitewater gate that I have seen. This is incredible. 
Incredible. And I have spoken to you just briefly before 
and told you what I am going to ask you. 
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Page six, at the bottom. la addition, we have 

■ found nc evidence that the firm had a close relationship 
with the S&L which might call into question its 
independence . 

I mean, I have to teil you, given the information 
that your people were reporting back to Mr. O'Donnell FDIC 

< 

S&L project area coordinator, August 10, 1989, given this 

I 

. incredible, 1 would say the FDIC makes an assertion that the 

4 

Rose Law Firm did not maintain a close relationship with 
Madison Guarantee. That is incredulous in light of the fact 
that they had a monthly retainer with them for 15 months for 
several years earlier. 

I mean how do you come to this conclusion? 

Let me ask you one other thing. 

Is it true that r.o documents were reviewed as 
part of the FDIC's internal review, which was conducted by 
your law department? Is that true? Do you know? 

^ Mr. Hove. Let me respond to your questions in 

the order that you gave them. 

A You first talked about Mr. Hubbell and his 

relationship with the suit with the Frost accounting firm. 

Senator D' Amato. Have you seen this memo? 

Mr. Hove. I have net seen that memo. 

Senator D'Amato. Will the staff give a copy of 
this memo to >'.r . Hove, please. 
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I 

1 Take a look at that last paragraph and let me 

2 know whether or net your people, in conducting this review, 

3 " have seen this, goes back to 1989, and Che person who sends 

4 it says it would be naive to think that Mr. Hubbell would 

5 not pass this information onto his family. 

6 Mr. Hove. But let me respond by saying that even 

i 

7 if he had, the issue between Mr. Ward, who is Mr. Hubbell' s 

8 ] father-in-law, and the Madison Guarantee had been already 

9 decided and Mr. Ward had a judgment at that time against 

10 Madison. That case was on appeal. And therefore any 

11 information that Mr. Hubbell could obtain, even if he would 

12 obtain it and give it to his father-in-law, would not be 

13 admissible, would r.ot be in the appeal process, even if he 

14 * had the information to give him. 

15 Senator D' Amato. Mr. Hove, let me ask you, did . 

16 you read page six, the bottom of your report, because we do 

17 not have much time, and I am going, it says we find no 

18 evidence chat the firm had a close relationship with the 

19 S&L? 

20 Do you really believe that to be the case? Do 

i 

21 you really believe that a monthly retainer chat Hillary 

22 Rodham Clinton had did not establish a close relationship? 

23 Are you really suggesting that there was none? Is that 

24 credible in light of what you know? 

25 Mr. Hove. Her relationship with Madison was on 
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an issue chat was ir. a state agency and not with the Federal 
government. It was not with the FDIC, and our case was not 
against Madison. Our case was against the Frost law firm, 
the Frost accounting firm. 

Senator D' Amato. In addition, we find no 
evidence that the firm had a close relationship with the 
S&L, which might call into question its independence. 

I mean, are you serious? I mean that is a 
conclusion that was made. Now let me tell you, it was made 
by your legal department. 

Let's go on to something else. 

As part of last year's RTC Act, you have an 
inspector general that was created in the FDIC. Was the 
FDIC inspector general involved in this review? 

Mr. Hove. No, sir. The review was started at 
your request, if you will recall. I had indicated to you, 
in my confirmation hearing, that we were undergoing a review 
by our legal division as to what was the policy, the 
conflict policy that may be in effect between the Rose law 
firm and the FDIC in the lawsuit that Rose was doing for the 
FDIC against the Frost accounting firm. 

Senator D' Amato. Let me ask you this. Do you 
plan to ask the Inspector General's office to analyze the 
procedures used by the FDIC legal staff in conducting this 
internal review and in essence to review this matter? 


1 
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1 Mr. Hove. I would do chat if the Committee 

2 requested that . 

3 Senator O' Amato. Well, I am requesting it, and I 

4 would suggest that you would not need the Committee to ask 

5 you to do this. I suggest to you that it is your job to do 

6 it. I would suggest to you that when you have such obvious 

7 areas of conflict in this report, and you are saying that 

8 there was no close relationship, when you are suggesting 

? chat Mr. Hubbeil was not in a position to give any 

10 information to his father-in-law, that it is incredulous. 

11 And if you do not have an inspector general look 

12 into something like this, then what do you have him for? 

13 And what do you have? You have staff people who 

14 make this kind of determination? 

15 Now, I have to tell you, you will be doing 

16 yourself and the FDIC I think a great, great damage if you 

17 just think that you are going to let it rest on this eight 

18 pages of sophomoric legalistic mumbo - j umbo that does not 

19 hold water . 

20 And I just looked at this report. I have had 

21 some occasions to see it in the newspaper. This is the 

22 first time I had an opportunity to review it personally this 

23 morning, and it is shockingly inept. 

24 Now question, do you intend, not by way of this 

25 Committee instructing you, to put this matter and do not you 
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1 ^ think it is appropriate that it be submitted to the 

2 . inspector general? 

3 ! Yes or no? 

i 

4 i 1 Mr. Hove. Senator, we have been reviewing this 

5 ■ to review our procedures, to revieiw our procedures with 

6 conflicts, with conflicts not only with the Rose law firm 

I 

7 but every law firm that we deal with. And cur crocedure is 

ij 

8 j to deal net only with the actual conflicts but also to deal 

9 with the appearance of conflicts. 

10 And in this case, had we done that, had we dealt 

11 with the appearance of conflicts, it is likely t the 

12 appearance would have been different. The conclusion may 

13 have beer, different. 

14 ^ But Senator, this has been several years ago. At 

15 that time, we had many cases coming into us as a result of 

16 the savings and loan failures, and the conflict, under the 

17 rules that we were dealing with at that time, did not 

18 present any conflict of interest from the Rose law firm 

19 suing the Frost accounting firm. 

20 Senator D' Amato. What we are doing today, today 

i 

21 you are saying there may be a conflict back then because 

22 they did not have clear rules spelled out. 

23 Now let me tell you, whether it smells today and 

24 it smelled then, I do not want to get into this legalese 

25 that it may be. I want to know if you are going to ask the 
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1 inspector general to review this matter? 

2 mat is the question. 

3 Mr. Kove. I will do that if the Committee 

4 requests it. 

5 Senator D' Amato. Well, Mr. Chairman, I would, at 

6 this point in time, move that we ask that this matter be 

7 reviewed by the inspector general. 

8 This is not going to interfere with any federal 

9 prosecution that is taking place, but it is a question of 

10 ascertaining whether or not we are getting the facts. It is 

11 a question of whether or not legal counsel has analyzed all 

12 the documents . 

13 I do not know, I read in one news account that 

14 says that no documents were received as part of the FDIC's 

15 internal review. I do not know whether that is true or not, 

16 but that is certainly something I intend to pursue. 

17 The Chairman. Let me just respond to your 

18 question, because the time is up, and I want to stay within 

19 these time periods, or we will not be able to move any at 

20 all here in an efficient way. 

21 Let me take your request under review. I am not 

22 sure but what a request from a single Senator is sufficient 

23 in asking for an inspector general review. I do not know 

24 without looking at our past practices and precedents. 

25 Senator D' Amato. And Mr. Chairman, let me thank 
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1 

you for 

the matter in which you have handled this. 

2 


But I have to tell you something. 

2 

:j 

I wonder why, when I asked a question to just 

4 

know would you undertake this and, Mr. Hove, before you 

5 

answered the fellow behind you with the glasses who has got 

6 

all his 

hair that I wish I had, came up and told you what to 

7 

say. 


8 


Now can I ask what is your title and what is your 

9 

responsibility? 

10 


Mr. Jones. I am Douglas Jones and I am Acting 

11 

General 

Counsel . 

12 


Senator D' Amato. You are the Acting General 

13 

Counsel . 

Well you would know whether or not you are going 

14 

to ask, 

it seems to me, for this to be reviewed. 

15 


It is a matter of you seeing that the propriety 

16 

of this 

report, the integrity, the correctness of it can be 

17 

substantiated. 

18 


It would seem to me that you would want to do 

19 

that. 


20 



21 



22 



23 



24 



25 
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It would seem to me that, without counsel coming 
to you and saying, well, you know, you can Riegle-out by 
saying that the Committee has to ash. 

I appreciate the Chairman's response. I really 


I just make that observation, Mr. Hove, that I 
find your response totally unacceptable. 

Senator Boxer. Mr. Chairman? 

The Chairman. I want to move ahead to Senator 


Kerry who is next. 

If you want to make a response, please do. 

Mr. Hove. Yes, I would like to. 

First of all, all of the documents, everything 

that we have discovered, is available to the Special 
i 

Counsel, and we will make that available to the Special 
. Counsel . 


I will commit to you that I will ask the 
j Inspector General to undertake an investigation. 

Senator D' Amato. Thank you. Thank you, very 

j much. 

I think you have done the Administration a 
service, yourself, the FDIC, and I applaud you for that. 
Thank you, Mr. Chairman. 

| The Chairman. Senator Kerry. 

Senator Kerry. Mr. Hove, you were originally 

i 

i 
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appointed to your position by President Bush, were you not? 

Mr. Hove. That is correct. 

Senator Kerry. So you are a holdover from the 
Bush Administration. 

There is no special affiliation you have with 
President Clinton? 

Is that correct? 

Mr . Hove . Correct . 

Senator Kerry. I think it is a fair issue always 
as to what the level of review is as to any institution, if 
it takes place, and I have certainly shared a public 
expression of concern about what the Inspector Generals have 
done or not done. 

But I would like to see if it is going to be done 
as to Madison. I really want to see it done as to Columbia 
and as to some of the others. I just think we ought to 
cover the board here. 

Secondly. I would want to point out the 
distinction here which we keep missing. One of my 
colleagues earlier said that if this was President Reagan 
who did this and it was Silverado and so forth, we would be 
screaming. 

Those were sitting Presidents who made sitting 
decisions regarding a policy at that moment in time that 
cost the taxpayers a lot of money. 
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ji There is no sitting Presidential decision here. 

ij 

: There is no issue of Presidential policy here. There is no 

j • 

issue of taxpayers being cost money by an action taken by 
j the President of the United States at this time. 

!■ This happened in 1982 and 1986, before they 

■ became President. 

Now an individual died, and there is an 
? investigation into the death of that individual, and what 
may or may not have happened is a fair question with respect 
to the death. And that is being investigated by the first 

Special Prosecutor of an opposing party that I can think of 

ji 

j in my public memory in public office that has been 
appointed. 

That is the clear distinction here, and it is a 

I 

very real distinction. 

No taxpayer money. 

No public issue of policy. 

j No decision of a sitting President of the United 

t States with respect to what this Committee has oversight on 
| and is here for today. 

The question is legitimate: 

What took place? 

Were there relationships previously? 

These are important as to all these banks. It is 
fair for the Special Prosecutor to proceed on that, and it 

.1 
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is even more important that this Committee guarantee down 
the road we investigate everything. 

1 am not sitting here saying something may not 
have taken place. In point of fact, there may be some 
indication that some folks outside of the White House may 
have some questions to answer, but there is no evidence 
whatsoever with respect to policy or taxpayer money of any 
decision made by the President of the United States that 
warrants this kind of inquiry. 

Now let me ask you, if I may, Mr. Altman and Mr. 
Secretary, perhaps you can share with me, because oxxe of our 
concerns is not just Madison but a whole lot of other 
institutions . 

I think 42 percent of the total losses fall in 
Texas alone. There is a serious question about professional 
liability with respect to those institutions . 

I would like to know: 

To date, what is the total amount of money 
recovered to date from directors or officers of these 
institutions nationally? 

Mr. Altman. $640 million, Senator. 

Senator Kerry. $640 million? 

Mr. Altman. I .meant from institutions. From 
institutions. 

Senator Kerry. And that is recovered through 
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liability cases? \ 

Mr. Altman. Those are driminally related 
recoveries. \ 

Senator Kerry. What about civil? Is there any 
at this point? \ 

Mr. Altman. In addition to, that figure I gave 
you, about $745 million from civil -related recoveries. 

Senator Kerry. So we have in fact recovered to 

date $1.3 billion? \ 

\ 

Is that correct? 

Mr. Altman. (Nods in the affirmative.) 

Senator Kerry. It is not insignificant. 

’ Can you break down where that has taken place? 

I It is my understanding that 42 percent of the total cost of 
] bailout was Texas. 

| Is there a corresponding recovery rate, or any 

] kind of rate you could give us as to where the most money 
came from? 

Mr. Altman. I do not have information with me. 
Senator, on state -by- state breakouts. 

Senator Kerry. Would it be possible just to get 
] that at some point in time? 

Mr. Altman. We would be happy to do our best to 

i 

; do so. 

Senator Kerry. I think it would be good to have 
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a sense of Chat. 

It is my understanding that you were going to 
take a look at this question of sort of why the recovery 
race may or may not have been low. Have you been able to 
draw any conclusions as to that? 

One of the things I heard is that a lot of the 
attorneys who came oh believing that they were going to be 
able to engage in recovery grew so frustrated at not being 
abie to do so in the eariy years that they left. 

I do not know if that is legitimate, or if you 
have found other reasons, but could you share with the 
Committee what if anything you may have discovered with 
respect to the recovery process? 

Mr. Altman. As I said in my opening comments, 
the entire PLS area has been a troubled one. There have 
been complaints from both ends of the spectrum about over- 
zealousness and about inadequate pursuit. 

We have had, as GAO in its report noted, a high 
degree of turnover and difficulty recruiting and retaining 
experienced attorneys because of the temporary nature of the 


After all, here we are with less than two years 

to go. 

Senator Kerry. Currently that is true. What 
about in the late 1580s? 
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Mr. Altman. Well of course the RTC has always 
been intended to be a temporary agency. I just refer you to 
the GAO report which concluded that that was a particular 
problem. 

As I mentioned, we have made a series of efforts 
to strengthen that --the most important of which is to hire a 
very good and a very strong general counsel. 

When we inherited responsibility for the RTC, 

, despite its being such a large institution- -as I said, 

larger than almost any private financial institution in the 
country- -it did not have a full-time general counsel. That 
is a very important step we took. 

I We have also got more PLS attorneys on board 

today than ever before in the history of the organization. 

So we are making every effort to try to fulfill all the 
responsibilities we have in. this area. 

\ I do not think there is any way to know, Senator - 

-or if there is, I do not know- -whether, or what percentage 
of recoveries have been made compared to the potential that 
an ideal effort, or. a perfect effort would have obtained. I 
do not know the answer to that. 

| ? Senator Kerry. My time is up. Thank you very 


much . 

i 

J 

Kerry . 



The Chairman. Thank you very much. Senator 
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1 Senator Bond is next. 

2 Senator Bond. Thank you very much, Mr. Chairman. 

3 Mr. Altman, are there special measures taken in 

4 the resolution of a failed thrift when you find it to be 

5 affiliated with a high-profile individual? Someone in 

6 government, for example? 

7 Mr. Altman. The procedures. Senator, which the 

8 RTC follows are intended to be identical in each case; and 

9 they certainly have been identical in the case discussed 

10 this morning. 

11 Senator Bond. After you discovered that the 

12 President of the United States 4 s name might be mentioned in 

13 a criminal referral being made by your agency, did you take 

14 any steps to ensure that documents created in the case were 

15 protected and preserved? 

16 Mr. Altman. When the possibility of a c ri m in a l 

17 referral was brought to me, I took one step. That was to 

18 . • instruct all of . the relevant RTC personnel to handle any 

about criminal referral in the same exact fashion 
would be handled in any other PLS matter with no 
whatsoever. 

As far as documents are concerned, the same 

Senator Bond. You instructed them to handle the 
in the same way? 
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• Mr. Altman. That is correct. 

Senator Bond. Were there any instructions 
received by you or, to your knowledge, anyone in your agency 
from the Department of Justice, the White House, or Special 
Counsel with respect to the retention of documents? 

Mr. Altman. To the best of my knowledge, and I 
! believe I know this, there were no requests or conversations 
with the White House whatsoever on that. 

, With regard to Justice and Special Counsel, I am 

\ advised there have been conversations, the essence of which 
j is with each party reminding the other not to take steps or 
] 'release information which could jeopardize either party's 
1 investigation. 

| Senator Bond. Given the facts I set out in my 

opening statement, we -are concerned about whether all the 
| documents are there. 

Can you assure the Committee that no one has. 
j issued any instructions to you or your agency to .retrieve, 

I "relocate, destroy, or hamper with any documents dealing with 
j Madison, its affiliated enterprises, directors, owners, or 
j business partners? 

Mr. Altman; I have no knowledge whatsoever of 
any such effort. 

j " ' Senator Bond. Has anyone in your agency- - 

specifically che Department of Records Management r - indicated 

4 

1 
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to you there are any missing documents? Or has anybody 
discovered any files missing or unaccounted for? 

Mr. Altman. No. 

j Senator Bond. You are absolutely sure-- 

Mr. Altman. No. Your question was: Has anybody 

indicated to me. 

Senator Bond. All right. 

| Mr. Altman. The answer is. "no." 

Senator Bond. Would you inquire of your Records * 
Management Agency whether they have either (a) been given 
instructions about the handling of documents from somebody 
‘ outside; or. if they have found any evidence of missing 
documents, or find that there are documents apparently 
l missing, if you would inquire of that and advise us itryon 
do find that there is such information? 

Mr. Altman. (Nods in the affirmative.) 

The Chairman. I think the stenographer should 
j note that he is nodding in the affirmative. 

* Mr. Altman. "Yes." 

Senator Bond. Finally, will the RTC release 
copies of the initial September 1992 referral to the 
Department of Justice, and copies of the second referral on 
October 1993? 

Mr. Altman. Senator, we are not in a position to 

i 

release any documents that could have a negative impact on 
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the investigation. I do not think you would want us to do 
that. 

Documents of that type that you are talking about 
fall into that category. 

Senator Bond. Allegations were made by Susan 
McDougal that many of the Whitewater files were actually 
delivered to Mrs. Clinton in 1987. 

What steps have been taken by your agency to 
recover those files, or to ascertain where those files might 
exist? 

Mr. Altman. I have no knowledge of that matter. 

Senator Bond. Have you heard of the allegation? 

Mr. Altman. Actually, no. 

Senator Bond. Mr.. Altman, I know there are many 
aspects to it'. I. was just reading one of the stories 
appearing in Commentary which referred to those allegations. 
We -do not know if they are true or not, but I would suggest 
that someone should make inquiry to ascertain whether there 
is any truth to the allegations and, if so, to take 
appropriate steps to recover such documents. 

Finally, where are the documents being kept? And 
have they been thoroughly catalogued? 

Mr. Altman. Well, I can assure you that all 
proper procedures relative to safeguarding of documents are 
being followed. 
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We also have a responsibility in regard to any 

■i 

■ case to obtain all the necessary materials £or purposes of 
making a litigation decision. So any documents that the 
■! legal staff at the RTC believes would pertain, or would help 

ij 

it reach a conclusion on a litigation decision on this or 

1 

^ any other matter, it makes a maximum effort to obtain. 

Senator Bond. But on that, you have no knowledge 
| of the specific question I asked about the records 
potentially in the possession of Mrs. Clinton? 

Mr. Altman. None whatsoever. 

Senator Bond. Thank you, Mr. Chairman. 

The Chairman. Senator Boxer. 

Senator Boxer. Thank you, Mr. Chairman, 
jj Z want to pick up on where Senator D* Amato left 

off with Mr. Hove. 

Mr. Hove, we a Bush appointee, you were familiar 
obviously with the laws in those days regarding conflicts of 
| interest, and you said that at that time there had to be a 
. direct' conflict of interest, and the appearance of a 
j conflict of interest now is considered important; but at 
that time, that is not the way things were done? 

Is that correct? 

Mr. Hove. That is correct, Senator. 

1 Senator Boxer. So the law was strengthened, and 

now you have to look at the appearance of a conflict of 

i 

i 
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interest? 

Mr. Hove. It is not a law; it is a procedure 
that we have at the FDIC. 

At that time, we were looking only at the 
conflict of interest. Now we look not only at the conflict, 
but also at the appearance of any conflict. 

Senator Boxer. Right. 

Well, Mr. Chairman, I think this is a very 
important poxnt. What I would like to suggest is this: 

My colleague. Senator D' Amato, is very interested 
in this one particular S&L which, as I understand it, on the 
list of failures is the 194th largest in the country. 

I am also interested in seeing^if there were 
conflicts when lawyers were hired" In some of the bigger 
closers. For example, there were as I understand it, 14 S&L 
closures that cost the taxpayers more than $1 billion each. 

Of these mega -failures, 6 were located in Texas, 
2. in California, 2 in Arizona, 1 in New Jersey, 1 in New 
York, l in Florida, and l in Pennsylvania. 

I. would like to ask you- -and since the Chairman 
" said a Senator cam make a request- -that in these mega- 
failures, these six, I would like you to go back and take a 
look at the law firms that we used at that time to see if 
there were conflicts of interest and, at the same time that 
you issue this to Senator D' Amato, I would very much 
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i 

! appreciate knowing chat. 

; Because 1 do have a big concern about the scams 

4 that were going on at that time. 

3 Mr. Hove. Senator, many of these cases probably 

j were the RTC cases and not the FDIC. The reason that we had 

j this case was that we inherited the FSLIC cases in late 1988 

•i 

or early 1989. This one came to us at a window of time 
| prior to RTC's being created. 

So I think chat your request might better be 
directed toward the RTC. 

Senator Boxer. Well, then I will make that 
request to the RTC and ask that we have that report. 

Would I make that to Mr. Altman, or Secretary 

j Bentsen? 

1 

Mr. Chairman, who do you think would be the 
j appropriate person? 

The Chairman. Well, they both are hearing it. 

; Mr. Altman. Yes. 

j (Information to be furnished.) 
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The Chairman. Well, I will assume chat will be 
done because, as I say, what I find most incredible is that 
there is this outrage directed at one particular situation, 
and it is so obvious why. 

You know, Mr. Chairman, I just want to say this, 
if I might, and I will get back. I just have to say this, 
if I might. 


I 

i 


i 

i 


We all bring our experiences to the table, to our 
Committees, to our work. As I sac through this, I had this 
sense that this reminded me of something, they dynamics 
here. It comes back to my being a mother and my experience 
in raising two kids. 

When they wanted something, they made a pretty 
strong case. And when they really wanted something, they 
stamped their feet. And if I gave them what they wanted, I 
expected them to be happy because I acceded to their 
request . 


j And if they kept on stamping their feet, I would 

1 tell them: You are unreasonable. And if they kept it up, I 

i 

: would take further action. 

•i 

But I think what I see going on here is that 
there was a demand for the best and most impartial person to 
look at a situation that obviously had a lot of political 
overtones . 

, In an attempt to handle it fairly, that request 

i 

i 
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3 

P 


! 

i 

■i 


i 


i 

i 

j 


was granced. And we do noc know che end result. But what I 
see happening here, Mr. Chairman, is that the people are 
still stamping their feet as if nothing has been done. 

Something very import amt has been done. A lease 
has been taken on offices for something like four years. 
Eight attorneys are looking at this whole situation. Every 
question that has been asked by my colleagues is being 
looked at not by a Democratic prosecutor, as Senator Kerry 
has pointed out, but by a Republican prosecutor and sosieone 
who I believe has the faith of the American people, if not 
some of the Senators here today who seem to want to 
interfere in that investigation. 

The Chairman. Senator Boxer, I might just say 
that you may or may not have seen this in this morning's 
Washington Post , but there have been 25 FBI agents assigned 
to work with the Special Counsel, in addition to that legal 
staff that you cite. 

Senator Boxer. Yes. 

And, Mr. Chairman, Z have to say that gives me 
great comfort. As much as I respect my colleagues' skill at 
questioning and badgering, Z would rather have this matter 
handled by someone who is so well respected and ca nno t be 
accused of partisanship as my colleagues on the Republican 
side here could be, or Z could be, or Senator Kerry could 
be. 


I 

i 


i 

i 
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So lec us scop scamping our £eec, and lec us say 
chis is good; chac chis invescigacion is going forward. I 
really do have faich chac we will find ouc whac che problems 
were, and we do noc know where ic all will lead, but I do 
not think that turning this hearing into a brow- beating of 
witnesses here does any good at all. 

I have some written questions I would like to 
submit, but I would have to say overall I am pleased with 
the report that we are getting. It seems to me we are 
moving along, perhaps hopefully under budget, moving forward 
with women and minorities and che things that many of us 
care about, and going after these crooks. 

Thank you. 

(COMMITTEE INSERT.) 


\ - 


j. 
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The Chairman. Did you want to say something? 
i Mr. Altman. So, no. I just wanted to note to 

| Senator Boxer we would respond to that question you were 
! asking. 

j Senator Boxer. Thank you. I really look forward 

j to seeing chat for those six institutions. 

I Thank you. 

(COtMITTEE INSERT.) 
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Secretary Bentsen. I might want-- 

The Chairman. Senator Bennett- -Excuse me. 

Secretary Bentsen. --to respond, too. 

My responsibility as Secretary of the Treasury is 
in oversight, and I am specifically precluded from 
intervening in individual cases . That is the function of 
the RTC. 

Senator Boxer. But the RTC will do that. Thank 

you. 

The Chairman. Senator Bennett. 

Senator Bennett. Thank you, Mr. Chairman. 

I agree with Senator Boxer. We all bring our 
personal experiences to this. 

I will try to stop stamping my feet. I think 
that is an appropriate response. 

Senator Boxer. You have just been tapping your 


toe. 


toe. 


(Laughter.) 

m ■ 

Senator Bennett ♦ I have just been tapping my 


I just, however, out of my own experience share 
with you the number of times that I as a loyal Republican 
went to the White House in the Nixon Administration and kept 
saying : 

"You have got to get this out. You have got to 
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1 find cut who is behind this and tell the truth." 

2 And I kept getting told: 

3 This is a third -race burglary that nobody cares 

4 about. I am sure on a list of breaking and entering this 

5 wouid have- -the Watergate breaking and entering would have 

6 been considered very, very minor. 

7 And people kept saying to me: No, no, it will 

8 all'blow over. Well, it was members of your party, Senator 

9 Boxer, who kept stamping their feet and kept the thing up. 

10 A special prosecutor was appointed whom, in my 

11 recollection, was a Democrat. I think Mr. Cox did not have 

12 very good Republican credentials when he was appointed to 

13 that circumstance. 

14 Senator Kerry. He was a Republican, one of the 

15 good ones from Massachusetts, but he was a Republican. 

16 Senator Bennett. He was a Republican? I knew 

17 his law partner. He was a Democrat. 

18 . (Laughter.) 

19 Senator Bennett. We need not beat this further, 

20 but I do hope everybody understands that when there is an 

21 allegation of wrong doing, the smartest thing any politician 

22. can do is get all the facts out on the table. 

23 I have tried to do that when I have been accused 

24 of making mistakes. 1 have discovered that the very best 

25 thing you can do politically is not try to cover it up, and 
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j chat is the only advice I give my friends in this 

i! 

I circumstance having lived through the Watergate thing on the 
other side of it. 

Senator Kerry. Can I just take 30 seconds to say 

[j 

j to my colleague, that is exactly what we did. Senator 
| Moynihan, national television; Senator Bradley, Senator Bob 
j Kerrey, myself and others said: appoint a Special 

| Prosecutor, and indeed the White House turned around and did 
. it while the President was in Europe. 

Senator Bennett. I understand all that, but I 
also understand that the stamping of the feet that went on 
a to that probably had something to do with that 

decision. I do not think it was entirely sound public 
j policy on the minds of the people on the other side. 

Let us get back to the RTC, tfr I can. 

! I do want you to refer carefully to the article 

that I put in my opening statement. You have talked a great 
j deal about minorities, and women, and x yield to no one in 
j my desire to see to it that there is fairness done, 
j The allegations that were made by the gentleman 

from Denver, however, is that there is serious reverse 
discrimination going on in the RTC; and that anyone who does 
not fall in that category cannot get a job and cannot get a 
promotion. 

And if that is true, that is something I think 
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jj you should pay attention to. So I would ash you to review 
that. 

Now I make reference to continuing sales. Again, 
this is a personal circumstance. I have had a number of 
people come to me in Utah and say: 

Here is a marvelous investment opportunity to 
pick up at fire sale prices properties that can be 
enormously valuable. I have decided finally to divorce 
j myself from having to make any investment decisions, and I 

have put all of my assets in a managed trust and trust the 

s 

trustees of that trust to make those kinds of decisions. 

i 

But I said to them, I cannot personally invest in 
1 this because I sit on the Banking Committee and it is 
| involved in oversight of the RTC, and these are RTC 
properties . 


j 

» 


But I did, prior to creating the managed trust 
for my assets, go through the process of looking at them. 

As. a businessman, I can say you really are moving them very 
rapidly because it struck me that some of the prices were 
- indeed unduly low, and that the RTC could in fact have 
gotten a better price almost as quickly, if not just as 
quickly, as they were getting for some of these properties. 

Do you have a sense on that issue? 

I am not accusing you of anything. I singly want 
you to talk about it. 
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1 Mr. Altman. Well first of all, Senator, we have 

2 a statutory responsibility to maximize recovery for the 

3 taxpayer . So we must pursue sale techniques which respond 

4 to that goal. 

5 Second, all RTC assets for practical purposes are 

6 sold at auction, an auction of one hind or another. So 

7 rather by definition, the price which the raarhet establishes 

8 on that day is the price. 

5 It is always possible to looh bach on any 

10 j transaction and say you should have done it later, or you 

11 4 should have done it earlier, but fundamentally all of our 

12 J sales are on an auction style basis. 

13 I think the only other point 1 would make is that 

14 | we . are now are in- -our inventory today is of the harder-to- 

15 sell variety as we are getting down toward the end. So our 

16 j recovery rates, as I mentioned in my statement, are lower. 

17 I thinh last year we recovered at a rate of 76 

18 ! percent of booh value, this year it will be in the mid- 

19 | 60s. 

20 | Senator Bennett. Let me just go bach to your 

21 earlier statement. 

22 ' I understand what you are saying here, and I do 

23 not want to be argumentative about it. 

24 In one instance were were told, I was told, that 

I 

25 while it was technically an auction, the RTC had determined 

\ 
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che pries; and that if I would simply submit a bid for Chis 
price, I would be guaranteed to get it; that the RTC would 
not entertain any other requests. 

I turned it down, as I say, for the reasons I 
have described, although I will say to my colleagues that 
the Ethics Committee told me I need not have done that, Z 
could have made the investment. 

I decided to avoid the stamping of feet later on 
in some future campaign in Utah. I would not run the risk. 
But it was my understanding that the people who did 
ultimately pick up the property did it for the price we were 
told was the price. We were told, yes, this is technically 
an auction. There will be a sealed bid, but this is the 
sealed bid we want. And if you submit it at that price, we 
can guarantee that you will get it. 

Mr. Altman. Z would like to make two points. 

The first is: That is not how it is supposed to 

work. I f it- worked that way, taking your, comments, in their 
entirety, it should not have. 

Second: The RTC does reserve the right to reject 

bids and to establish in effect reserve prices, or floors. 

So it is not the case- -it is not always the case that 
whatever the high bid is, it is accepted. 

But there should never be an auction where any 
such indication or any such knowledge is provided 
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beforehand. If it was, it was a mistake and should not have 
happened . 

Senator Bennett. I will just assume that it was 
a mistake at a particular circumstance, and I am grateful to 
you for your response. 

The Chairman. Well, perhaps a look could be 
taken at what was going on there. Let us not have it happen 
again. 

; Senator Sarbanes was not given a chance, or was 

1 not here in the sequence to give an opening statement and 
has asked to do so, and I am going to acknowledge that, as I 
do with everyone. 

Then after he has done that, we will spart his 
time clock on questions. 

Senator Sarbanes. 

Senator Sarbanes. Well, Mr. Chairman, I will be 
* brief. I do not want to impose on my colleagues, but I 
•cannot forego the opportunity with Chairman Greenspan here 
before us not to talk about interest races just briefly, 
since I think they are so essentially involved with where 
the economy may be going. 

I just want to make a statement about that. 

i 

I have met with the Chairman from time to time, 
j both privately and of course in public sessions, and I have 
; raised with him the concern that a hike in short-term rates 
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would raise long-term rates. 

The Chairman's position has been, as I understand 
it, that when short-term rates go up, long-term rates would ! 
initially rise but that within a few weeks or so they would 
settle back down to a level near where they had been when 
short-term rates were raised. 

We then contacted the Fed for the analysis that 
in effect was the underpinning for this statement. We have 
had difficulty getting that analysis, but it has finally 
been forthcoming. 

The Fed says, and X quote, the Fed staff: 

| "As you have noted, short and long term rates do 

j tend to move together." 

I 

They then go on to make a rather subtle argument ! 

i 

that, to the extent that the Fed is ahead of the curve, the J 
response of long-term rates is less than when the Fed is 
moving too little too late in responding to a buildup of 
inflationary pressure . 

So in a sense they are shifting, as X understand 
it, the position that was asserted to me by the Ch ai rm a n . 

On the morning of February 4th when the Federal 
Open Market Committee raised the Fed fund rate from 3 to 
3.25 percent, the 30 -year, bond rate stood at 6.30 percent. 

! Since that time, long-term rates have risen 

steadily. As of the close of business yesterday, the 30- 
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year bond race was 6.65 percent. Thus, since Fed funds were 
raised, long-term rates have risen by 35 basis points* -in 
other words, more than the 25 basis -point increase in short- 
term rates. 


1 

i 

i 

i 


Now last stunner at a hearing with Henry Kaufmann 
and Paul Samuelson, copies of which testimony were sent to 
the Fed with a request that it be distributed to members of 
the Open Market Committee, Henry Kaufmann argued that 
raising short -tern rates could lead to higher long-term 
rates . 

In ocher words, the contrary of this position 
that was asserted that if yon take up short-term rates you 
can bring down long-term rates, and I quote Kaufmann. 

I also take issue with the assertion that a small 
increase in the Fed Funds' rate this summer would be welcome 
by the financial markets and would accordingly lead to a 
decline in bond yields. 

Perhaps . 

But equally likely is that the bond market would 
interpret such a rise in the federal funds rate as the first 
in a number of future increases, and market participants 
might easily react by pushing bond yields higher. 

Under that scenario, the rise in the Federal 
Funds Rate could magnify inflationary expec tat ions, 
precipitating a sell-off of bonds. 
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Now just today, Hobart Rowen, one of our Nation's 
most perceptive economic commentators, has an article in The 

Post headed "The Fed Meddles," and I just want to 
quote from it briefly: 

"As it has many times in the past, the Federal 
Reserve Board is taking the country down the wrong road by 
raising interest rates. It has violated the dictum, 'if it 
ain't broke, don't fix it,' and as a consequence the smooth 
ji recovery from recession chat has cheered business and 
i consumers over the past year is being threatened. Fed 

Chairman Alan Greenspan told the Joint Economic Committee in 
widely analyzed testimony January 31 that the Central Bank 
which had allowed interest rates to fall to record lows 
would not change policy to slow economic growth. But four 
: day* later on February 4th, the Fed raised short-term 
j interest rates by one-quarter of a point in a 'preemptive 
strike' against future inflation. To make sure there was no 
doubt in the markets chat the Fed had decided to interrupt 
the easy money pattern, Greenspan publicly announced the 
move. In new testimony this week, Greenspan failed to 
justify the Fed's action. He admitted that there was no 
discernible inflation; that wages are not moving up; that 
there is virtually no fear that the economy is growing fast 
enough to make over-heating a danger. " 
j Now the whole problem here --and this is to close 
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this statement and then I just have a couple of questions to 
put to Mr. Altman. I will not take anywhere near my 
question time- -is all encapsulated in this cartoon. 

(A cartoon board is displayed.) 

Senator Sarbanes. Which shows this truck moving 
down the road that says "economy." And the economy has been 
moving down the road, and we all want to see that. 

The driver here has got his hands up to his head 
i in horrcr. He is slamming on the brakes, as you can see, 

] "Brakkkk," "screeeech," bringing this truck labeled "The 
" Economy" to a halt. 

] The reason he is doing it is because out here in 

* the middle of the street is a man labeled "Greenspan" -- 
I (Laughter.) 

! Senator Sarbanes, --and he is bending over here. 

! He is out in the middle of the road out in front of the 

truck, obviously forcing it to come to a screeching halt. 

He is bending over to pick up these papers here 

that say "interest rates" and he is saying: 

•Let's see. We'll just pick these up." 

•» 

NOW-- 

Chairman Greenspan. You know. Senator, I pulled 
i a muscle in my back and I am now just realizing how I did 

| r- 

I ( Laughter . ) 
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!j Senator Sarbanes. Well, I am glad we £ound the 

explanation for it, Mr. Chairman. 

Senator Kerry. You know, Mr. Chairman, if you 
said something really interesting now about interest rates, 

I you could functionally terminate this hearing and relieve us 
I all. 

(Laughter.) 

i Senator Sarbanes. Mr. Chairman, I know that is 

not the focus of today's hearings, but I think this matter 

l is of such importance. 

i 

The Fed of course is urging the Congress to stay 

* the course on fiscal policy. I happen to agree with that. 

* I think we ought to stay within the constraints of the 

| agreement that was reached last year, and I expect that we 

will. 


I 

( 

i 


But by the same token, it is my own view that the 
Fed should have stayed the course on monetary policy 
certainly until we had greater assurances that real growth 
was taking place in same lasting and permanent way, and same 
evidence that one can look to that indicates that we are 
beginning to get same kind of an inflationary problem. 

Now, Mr. Altman, I just want to put a couple of 
questions to you. 

Earlier you were questioned by one of my 
colleagues on the other side who went through a list of sort 
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of have -you -stopped -beating -your -wife type questions, I 
thought. So let me try to turn it around and get it. I 
want to be sure. 

Do I understand that the cases to which they are 
making such reference were handled in the same way that all 
other cases were handled? In other words, according to 
regular procedures? 

Mr. Altman. Yee. 

Senator Sarbanes. And was anything unusual done 
in these cases? Or was the procedure that was followed 
consistent with what was followed in any cases where 
references were made? 

Mr. Altman. Senator, the instructions that I 
gave were that all procedures , normal procedures, should be 
followed in this manner without any deviation. 

Senator Sarbanes. And to the best of .your 
knowledge, that is the case? 

Is that correct? 

Mr. Altman. Yes. 

Of course I am commenting as to the h a n dl i ng of 
the case under my responsibility. I am not making a comment 
' about matters that I have no knowledge of of three or four 
years ago. 

Senator Sarbanes. Well I understand that. But 
as I understood the questions that were put to you, it was 
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with respect to your own responsibilities. 

I do not know how you could be expected to assume 
the responsibilities of others, so to speak. 

Mr. Altman. (Nods in the affirmative.) 

Senator Sarbanes. Mr. Chairman, I just have one 
comment about the constant reference here to Madison, and 
Whitewater, and so forth. 

That is. that an Independent Counsel has now been 
selected. I read the transcript of his press conference 
with the Attorney General when it was announced. 

Actually, as I understand it, or as he said, he 
defined the scope of the investigation. In fact, he says: 

M I am totally satisfied that I will have the 
independence and complete authority to do this job right.” 

And then the resolution by which his jurisdiction 
is defined* >this is Robert Fiske now I am talking about: 
"This resolution has been drafted broadly. It 
was drafted by me to give me the total authority to look 
into all appropriate matters relating to the events that 
bring us all here today." And he then go on to specify 
that. 

Now of course I think Fiske is regarded highly. 

In fact. Senator D* Amato called him "a man of unflinching 
and uncompromising integrity. He is the kind of person who 
will bring out the truth for the American people so there 
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will be no question as to the thoroughness and objectivity 
of this investigation." 

I do not differ with that evaluation. I say to ny 
distinguished colleague from New York, from what I know 
about Mr. Fiske and what has been told to me about him, so I 
think that is an accurate evaluation of him. 

Now the other point I want to address is, he was 
asked in that conference: 

j "Do you think that a Congressional hearing of any 

■ kind at this point might hamper your investigation?" This 
| was a question put to Fiske at that press conference when he 
; assumed his responsibilities. And this was his response, 

.! and I am quoting. This is now Robert Fiske I am quoting, 

| the Independent Counsel: 

i "I think the history of these situations is that 

| ' it is difficult to conduct this kind of investigation at the 
same time a Congressional investigation is going on. The 
decision whether to have such an investigation obviously is 
not mine, but I think just looking back at the past we can 
j all see that that is not an easy relationship.” Bad of 
‘ quote. 

1 I just wanted to put that on the record, because 

I think it is very important to understand that an 
j independent counsel now has been selected. The independent 
counsel has been given a grant of authority. Actually, 
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according to his own testimony, he defined in effect the 
grant of authority. 

I have not quoted it, but the Attorney General is 
very clear here in her statements that he has a full scope 
to proceed as he deems necessary , and to call upon any 
resources that he thinks are advisable. 

It seems to me that we have put the matter where 
it ought to be put. 

Now there was some delay in getting to that 
point. : understand that. But that is the point we are at 
now, and it seems to me that that ought to be reassuring to 
the American people, that this matter will be looked into 
thoroughly and comprehensively, and that Mr. Fiske and his 
associates- -and he is now in the process of putting together 
I understand a rather large and first-rate staff- -will get 
to the bottom of this matter. 

I think it is very important that that be put on 

the record. 

I thank the Chair. 

The Chairman. Thank you. Senator Sarbanes. 

I made reference earlier- -I will just take one 
moment before calling on Senator Faircloth--I made reference 
earlier to the actual legal charter of the Independent 
Special Counsel Fiske which is published in the Federal 
Register on Friday, February 4th, and I have read it. 
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It is really quite a- -I will just hold it up 
here. We will put it in the record so that it is there in 
the context oC this discussion- -but this is about as broad 
and as firm a legal mandate as anyone could have. 

I notice here that under the Department of 
Justice the action to accord him that kind of operating 
latitude was in the form of a final rule. So this locks it 
in. 

I mean, this independent counsel I think is 
highly regarded across the board from Senator D' Amato' 8 
ccranents to others that have been made by other people who 
know him well, has the authority to go anywhere he thinks it 
necessary to go. 

I again make reference to that article today in 
The Washington Post because he is obviously setting up 
subsidiary investigative efforts where he is putting 
together teams to go down each and every issue, so that 
there are no questions left at the end of his work. 

In any event, I urge my colleagues to take a look 
at this because I think it is instructive. 

Senator Faircloth? 

Senator Faircloth. Thank you, Mr. Ch a irman , and 
; I want to thank you for the manner in. which you have 
| conducted the hearing. It has not been easy, 
j I had one or two quick one-liners, and then I had 
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some questions. 

(Laughter. ) 

Senator Faircloth. This is in sympathy with Mr. 

Altman. 

I have bought and sold many a piece of land in my 
life. I never bought one that somebody did not tell me I 
paid way too much for it, and I have never sold one that 
somebody did not come inroediately and tell me I should have 
gotten a lot more. But I survived. 

(Laughter. ) 

Mr. Altman. And you probably did very well. 

(Laughter.) 

Senator Faircloth. Chairman Greenspan, I think 
two things. If we get nothing else out of all of this 
conversation, I believe it will demonstrate to the American 
people, and maybe to the Congress as a whole, that we need 
to keep the Federal Reserve, the Comptroller of the 
Currency, the Office of Thrift Supervision, and the FDIC as 
separate entities. It is well -spent money to have them 
separate, about the taxpayers 4 money, to keep it as it is 
and not be consolidating it into a political position. I 
hope that is it. 

As Senator Sarbanes mentioned on your increase in 
interest rates and inflation, I have observed over the years 
that inflation is somewhat like Alzheimer's Disease. You 
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have had it three or four years before you find out you 
really have it. And inflation moves before we- -it goes 
underground a long time. 

So I think you are absolutely right in increasing 
interest rates in anticipation of what might happen. 

I have found that inflation* -that a recession 
will scare you- -in business a recession will scare you to 
death, but inflation will kill you. 

I have a question for Mr. Hove. 

Mr. Hove, it is my understanding that Webster 
Hubbell in his current position as Associate Attorney 
General and, in his words, "Chief Operating Officer at the 
Justice Department , " has formally recused himself from 
matters regarding Madison Guaranty . 

Would you agree with me that it would be improper 
for Mr. Hubbell to seek to involve himself in the FDXC 
investigation beyond what he was asked by the Legal 
Division? 

And if you will, since that light is looking at 
me, I would like 'yes' or 'no' answers, if you would. 

Mr. Hove. I think the issue of Mr. Hubbell 
recusing himself is an issue that Mr. Hubbell has to deal 
with. 

Senator Faircloth. Have you had any 
communication with Webster Hubbell concerning the Legal 
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Division's report? 

Mr. Hove. I have not. 

Senator Faircloth. Are you aware of any 
co mmuni cation between Webster Hubbell and an FDIC official 
in the General Counsel's office regarding Mr. Hubbell ' s role 
in the Legal Division's then-pending investigation and 
report? 

Mr. Hove. Yes. Our Legal Division has had 
conversations with Mr. Hubbell. 

Senator Faircloth. Are you aware of any 
co mm u n ication between an official in the General Counsel's 
office in Washington and the FDIC official in the Kansas 
l City, Missouri Field Office regarding Webster Hubbell # s role 
I in the then -pending investigation and report? 


j| Mr. Hove. No, I am not aware of that. 

1 Senator Fhireloth. Would you be willing to let 

}■ the General Counsel's Office release their telephone records 
for the week of January the 24th through January the list? 

Mr. Hove. Senator, we are trilling to release any 
non- confidential information that would be generally 
' available to the public. 

As you might know, many of these things would be 
privacy concerns, and we would be concerned about releasing 
j those without redacting. 

Senator Faircloth. So you would not release 
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1 them? 

2 Mr. Hove. No, sir, we will release them. We 

3 will release any non- confidential - - 

4 j Senator Faircloth. Who decides whether it is 

5 confidential or not? 

6 Mr. Hove. Well, does it deal with privacy of the 

7 individual ? 
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Senator Faircloth. Well yes it does, but we 
need- -Yes. Sure it does. That is what we want than for. 

(Laughter. ) 

Senator Faircloth. Will you? 

Mr. Hove. We will release anything that is 
publicly available, yes, sir. 

Senator Grasn. Not "publicly available" or we 
would not be ashing for it to be released. 

Senator Faircloth. That is right. If it were in 
the Want Ad Section, I would automatically get it. 

(Pause.) 

Mr. Hove. We have a log of everyone that we have 
contacted- -everyone we have talked to on the phone, and we 
will release that. 

Senator Faircloth. All right. That is what we 

need. 

I see in The Wall Street Journal and The Chicago 
Tribune that you found no conflict of interest between Mrs. 
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Clintcn and her work in the Dan Lassiter and First American 
Savings & Loan, chat you £ound her completely innocent. 

Mr. Hove. Senator, let me talk about that issue, 
because that was not an FDIC issue. That was not an 
investigation or a review that the FDIC has done. 

6 5 That was an issue that happened before FDIC ever 

7 3 became involved. That was an issue between the old FSLXC, 

8 9 the old Federal Savings and Loan Insurance Corporation, and 
the failed Savings & Loan. First American, in Illinois. 

10 ^ They had filed a suit against Lassiter. They had 

11 • settled that suit before FDIC ever became involved in that. 

12 | It was an issue that had happened way before FDIC ever 

13 * became involved in it. 

14 | We have not reviewed that. 

1= We have looked at- - 

J. 

16 ] Senator Fairdoth. Excuse me. May I ask one 

17 ^ quick question? 

18 j Mr. Hove. Yes, sir. 

19 ! Senator Faircloth. Who settled it? Mrs. Clinton 

20 J and Foster? It was settled? You say it was settled by Mrs. 

21 • Clinton and Foster? 

22 Mr. Hove. I am not sure that it was settled by 

23 Mrs. Clinton. Mrs. Clinton's involvement was to sign an 

24 [ amended complaint for Mr. Foster that amended the complaint 

25 from the Savings & Loan against Lassiter. That was her only 
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involvement in that case. 

Senator Faircloth. All right. Go ahead. I am 
sorry. I interrupted you. 

Mr. Hove. That case was settled over six years 
ago by the Conservator. The Conservator for that Savings & 
Loan had hired a law firm in Chicago. 

The law firm in Chicago subcontracted the Rose 
Law Firm to work on this case for them as the Conservator. 

The law suit was settled before we ever got it. 
Normally these facts would not trigger an investigation for 
us, but because of the increasing public interest, and if 
you choose we will conduct an IG investigation to determine 
that, but again the records are scattered all over because 
it is the old FSLIC records and they were not compiled in 
any one location. 

So it is a very difficult issue. 

There is no single repository of these records. 

We would be willing to assist your staff in 
locating any of these records that may be available, and to 
make some determination as to what the involvement, was . 

Senator Faircloth. So this clearing of Mrs. 
Clinton in any involvement with the American Savings & Loan 
and Dan Lassiter was not done by the FDIC, it was done by 
the- - 

Mr. Hove. We have not cleared it. 


Ace-Federal Reporters, Lnc. 

Nationwide Coverage 

ra»7-3700 800436-6646 41MM4390 


15484 



3062 


:7B54050S 

"WBeacri 


1 

2 

3 

4 

5 

6 

7 

8 
9 

10 

11 

12 

13 

14 

15 

16 

17 

18 

19 

20 
21 
22 

23 

24 

25 


143 


1 


i 

i 

! 

* 

1 


The only contact we have had on the First 
American Savings & Loan and the Lassiter case was a press 
contact that came as a result of an article that appeared 
first is The Chicago Tribune . 

We responded to that saying exactly what I have 
toid you, that this was not an FDIC issue, that it was in 
fact a FSLIC issue that occurred before FDIC ever became 
involved in any FSLIC issue. 

The issue was settled. The settlement was made 
before FDIC ever became involved in this issue. 

Senator Faircloth. All right. But would the 
statute run or. it? Could it be opened by the Special 
Counsel? 

Mr. Hove. I have not any idea* That is a 
question I guess I would have to ask my attorney. 

Senator Faircloth. Ask him. 

Mr. Hove. I do not know. 

Senator Faircloth. Thank you. 

The Chairman. I will repeat again, and you will 
read it from this Federal Registry: 

The Independent Special Counsel has two 
authorities. One authority is for cr im i n al prosecutions. 
The other authority is to proceed with civil actions. 

Now the civil authority does not relieve any 
ether regulatory body of whatever civil action they might 


i 


Ace-Federal Reporters, Lnc. 


Nationwide Coverage 
202-347-3700 800-3364646 


410464-2530 


15*05 



3063 


/ 


3540505 

"WBeacn 


1 

2 

3 

4 

5 

6 

7 

8 
9 

10 

11 

12 

13 

14 

15 

16 

17 

18 

19 

20 
21 
22 

23 

24 

25 


144 

appropriately take. The point is that the Special Counsel 
has the specific grant of authority to proceed down both 
tracks . 

It is laid out four different times in this 
charter of responsibility, and that is a very important 
point . 

Senator D' Amato. Would the Chairman yield just 
on that point, because to be quite candid with you, until 
the Chairman read the grant of authority I was given to 
believe that the Special Counsel would confine himself to 
the criminal side. 

I am not suggesting to you that the grant may not 
give him broader powers. I would think it would behoove us, 
and I am not attempting to get the exact language determined 
jj now, but if we could not, then a letter from this Committee 
| and ascertain indeed will he undertake a review of the 
various civil matters such as the one brought up as it 
relates to this last matter that Senator Faircloth brought 
up, and there are some others. 

I think that would at least set the record 
straight. You might want to put that to him and again have 
our counsel work together to put forth the appropriate 
question. 

I think we should determine indeed is that the 

case . 

Ace-Federal Reporters, Inc. 

Nationwide Coven** 

100436464 * 410464-2330 


15486 


202 - 347-3700 



3064 


7354G505 

~reeacr. 


Secondly, I make a quick point, and I beg the 
indulgence of r.y colleagues, by stating that I think that if 
you notice at least where I have been attempting to take 
this, and I think some of my colleagues, to ascertain what 
if anything did the RTC, did the FDIC do in connection with 
these matters? 

That is not at variance with the charge of the 
Special Counsel. We are not, in attempting to find out what 
was done and wnat was not done, in any way disturbing his 
investigation. 

I think we have an absolute right to know what 
was done, we have an absolute right to know the 
appropriateness of the actions. 

Senator Boxer. Mr. Chairman, may I have a point 


of procedure? 


Senator O' Amato. I would like to finish- - 
Senator Boxer. Whose time are we on now? I have 


lost track. 


Senator D' Amato. I am going to do it, one way or 


Senator Boxer. I do not have any objection to 
your doing it; I am just confused. Is this Mr. Faircloth's 
time that you are on? 

Senator Domenici. He had no time left. 

Senator Boxer. Or is this added time, so we can 
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all gee added time? 

Senator D' Amato. I asked the Chairman if he 
would indulge- - 

The Chairman. He asked the indulgence of the 
Chair, and I am going to let him finish his point here, and 
then we will move to the next person here. 

Senator Boxer. Okay. Fine. 

Senator D' Amato . So again, this is not an 
. attempt to do anything other than to see what has been done 
to date by those various agencies that have the collective 
! and the individual responsibility to deal with these 
J matters. That is one. 

[ Secondly, it would seem to me that it might, to 

| clarify the issue, certainly 1 was led to believe, and maybe 
< incorrectly so, that the Special Counsel was not going to 
jj look into civil matters. 

I think it is important for us to ascertain that. 
So I put that to the Chairman, that possibly we review that 
matter. I am not looking for an answer at this time. 

The Chairman. Well, I am just going to take a 
, minute and just read it into the record, because I do not 
’ want it to be- -I know, but it is important, and the words 
are cr. paper, and this is the official charter. 

I am going to read from page 5321 of the Federal 

i 

Register of February 4th of this year, and I am just going 

! 
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3 

• to read three or four different lines here chat appear at 

i 

different places. 

jj Here is the first one: 

"The Attorney General has appointed this 
Independent counsel to investigate whether any 
j individuals or entities have committed a 

violation of any federal criminal or civil law" 
; and it goes on in that vein. 

Then over on the next page it says again, ”... have 
committed a violation of any federal criminal or civil law 


11 relating" to. And then it says "... a violation of any 

i 

12 federal criminal or civil law" . And it says it one more 

13 time further on down the line here. 

14 j So it is clear. My interpretation of this is 

15 that it does not relieve any regulatory body of any proper 

16 j actual efforts that it should properly undertake and 

17 ‘ determine to undertake, but it says that the Special Counsel 

18 . clearly has the authority to move down both tracks if in his 

19 j judgment he should find that that is warranted- -and it is a 

20 j very important fact. 

21 (The information follow.) 

22 ’ . 


23 

24 

25 
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Senator Domenici. Mr. Chairman? 

The Chairman. Senator Domenici, let me just say 
that we are at the point now where either you or Senator 
Gramm will get to ash questions. You are both here, and I 
do not know if either of you have- -one will follow the 
other, but do either of you have a time problem as to who 
goes first? 

Senator Domenici. Well, I just wanted to ask you 
a question on your charter interpretation there. 

The Chairman. It is not an "interpretation." It 
is the final rule that was laid down. 

Senator Domenici. What is the Special Prosecutor 
supposed to do if they find a civil law violation? 

The Chairman. He has the full legal empowerment 
to take whatever actions he deems necessary, and all the 
investigative and prosecutorial authority to do so. 

I mean, this is an absolute charter. Take a look 

at it. 

Senator Domenici. Thank you, very much. 

Senator Gramm, I have a little bit of time, 
although I am late for am event, but if you want to go I 
will let you go now and I will follow. 

Will there be another one from the other side 
that has not inquired yet? 

The Chairman. You are the last two that have a 
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chance to question, so we will go bach and forth. 

Senator Domenici. Well, go ahead. Are you going 
to keep it brief. Senator, and short? 

Senator Gramm. No. 

(Laughter.) 

The Chairman. Senator Gramm. 

Senator Gramm. Let me begin. I have juet got a 
simple question that I want to as); of most of the members of 
the panel, and let me just read it. 

Mr. Altman, I want to ask you first. 

Have you or any member of your staff had any 
communication with the President, the First Lady, or any of 
their representatives including their legal counsel, or any 
member of their White House staff, concerning Whitewater or 
the Madison Savings & Loam? 

Mr. Altman. I .have haul one substantive contact 
with White House staff, and .1 want to tell you about it. 

Senator Gramm. Let me, if I may, just given that 
'yes,' I would like to know what the substance of the 
communication was, when it occurred, who initiated it, and 
what you were asked to do. 

Mr. Altmam. First of all, I initiated it. 

About three weeks ago, Jean Hansen, who is 
Treasury's General Counsel, and I requested a meeting with 
Mr. Nussbaum- -he is the White House Counsel. 
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The purpose of that meeting was to describe the 
. procedural reasons for the- -the procedural reasons for the 
then- impending- -then- impending- -February 28th deadline as 
far as the then- statute of limitations was concerned. 

I am sure you know that that statute of 
| limitations has subsequently been retroactively reinstated 
j Cor certain types of civil claims. 

| And we explained the process which the RTC would 

follow in reaching a decision before chat February 8th [sic] 

| deadline; that it would be exactly identical to procedures 
used in any other case, any other PLS case, and that the RTC 
| fundamentally would come to a conclusion as to whether or 
j not there existed the basis for a claim, or whether there 
|' did not. 

■ And in the event a basis for a claim existed, 

| * then it would pursue either a tolling agreement- -which is 
* the equivalent of a voluntary extension of the statute of 
limitations from the parties at. interest- -or it would file 
that claim in court. 

That was the whole conversation. Z was asked one 
question. That question was whether we intended to provide 
the same briefing to attorneys for the parties at interest. 

( I said, I assume so. 

\ I went back. Jean Hansen checked with the RTC 

General Counsel. The answer was: In due course. 
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1 I said, fine, that was it. 

2 I have not had any contact with the President of 

3 the United States cr the First Lady on any matter like this. 

4 Senator Gramm. If I may, let me pose the same 

5 question to Mr. Hove. 

6 Have your or any member of your staff had any 

7 communication- - 

8 The Chairman. Mr. Hove, let me just- -I do not 

9 know if you know this question is being addressed to you. 

10 Senator Gramm. Have you or any member of your 

11 staff had any communication with the President, with the 

12 First lady, with their representatives, including legal 

13 counsel, with members of their White House staff, concerning 

14 Whitewater or Madison Savings & Loan? 

15 Mr. Hove. Our Director of the Office of 

16 Communications at the FDIC had received a call from a press 

17 person at the White House after the second article appeared 

18 in The Chicago Tribune regarding Che First American issue. 

19 They asked, did we have any statement? And the 

20 response given to the White House was, no, we did not have 

21 any statement. 

22 Senator Gramm. So they were asking you to 

23 respond to the press statement? 

24 Mr. Hove. It was Mrs. Clinton's attorney. 

25 Senator Gramm. Mrs. Clinton's attorney called 
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you? 

Mr. Hove. I'm sorry. It was Mrs. Clinton's 
attorney that called the FDIC Office of Communications. 

Senator Gramm. So Mrs. Clinton's attorney called 
the FDIC and ashed you to respond to a press statement? 

The Chairman. No, that is not what he said. 

Senator Gramm. Well, I am asking him what he 
said. I am not trying to speak for you. 

What did Mrs. Clinton's attorney ask you to do? 

Mr. Hove. They asked, did we have any statement, 
and we responded, no, we do not have a statement. 

Senator Gramm. Would it be normal that soseone's 
attorney- -did this attorney work for the Federal Government? 

Mr. Hove. No. This was Mrs. Clinton's attorney. 

Senator Gramm. When did this call occur? Do you 

know? 

Mr. Hove. After the second article appeared in 
The Chica go Tribune , and I cannot tell you the date of that. 
Zt has been in the last, what, two weeks or so? Z do not 
know. 

Senator Gramm. And you were asked if you had a 
response that you were going to put out on it, and you said, 
no? 

Mr. Hove. That is correct. 

We responded to the first statement, the first 
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article that appeared in The Chicago Tribune . We pointed 
out the errors cf that article, that it was not an FDIC 
matter, exactly the same thing that I responded to Senator 
Fairclcth. 

Senator Gramm. And to the best of your 
knowledge, you have had no other communication? You and 
your staff have had no other communication with all the 
people that I listed? 

Mr. Hove. That is correct. 

Senator Gramm. Let me pose the same question to 
Mr. Fiechter and to Ms. Ford. 

Mr. Fiechter. To the best of my knowledge, I 
know I have, and OTS staff has had no communication 
whatsoever with anyone from the White House about this, or 
that list that you included in *your question. 

Ms. Ford. Neither the Oversight Board Staff nor 
I have had any involvement in this matter. 

Senator Gramm. Let me raise a second question. 

It is a thing that I have tried to understand in looking at 
where we are and what we need to do to get on with finishing 
this matter. 

Part of the problem that we have had in the past 
with regard to Congressional hearings and Congressional 
involvement really involves two things. 

One has been the granting of immunity by 
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1 •] Congressional panels for people who would testify. 

2 The ocher is that under the Cons ci cut ion, the 

3 I testimony of a member of Congress is a privileged matter 

4 that is given special treatment. 

5 . In this case, I am not aware that anyone in 

6 holding a Congressional hearing or looking into this matter 

7 would be talking about- -I do not know of a committee that 

8 | would be empowered to grant immunity. No such resolution 

9 . has passed the Congress. 

10 j we are not talking about a member of Congress 

11 ( where there is a special Constitutional provision. I would 

12 | just like to pose the question: 

13 ! What would be wrong with letting members o£ this 

14 | Committee that have oversight responsibility look at the 

15 records in this case, or any other case, where we have 

16 | oversight responsibilities? 

17 ( Mr. Hove, let me post that to you and Mr. Altman, 

18 | and then I see my time is up and I will stop. 

19 Mr. Hove. Our position is that we will make 

20 | access available, and we have, to Congressman Leach to all 

21 ' information that is, again, non- confidential documents. 

22 Senator Gramm. How would you define what is 

23 ' "confidential"? 

24 Mr. Hove. Again, those that would involve 

i 

25 ' privacy information that would be non- germane to this issue. 

\ J 

•M 
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1 Senator Gramm. And you would make that judgment? 

2 Mr. Hove. Yes. 

3 Senator Gramm. Mr. Altman? 

4 ’ Mr. Altman. First of all. Senator, we have 

5 already crovided volumes of documents to the Congress. 

i * ' 

6 r Senator D' Amato referred at the very beginning to documents 

7 he received last evening. I would have liked him to receive 

8 ] them sooner, but we only got the request last Friday. 

9 But in terms of- -and Congressman Leach has also 

10 received those documents. He has had them for some time. 

11 If my memory serves, there are 6500 pages. 

12 The RTC has been asked not to make information 

13 about criminal referrals in the Madison matter public. It 

14 ^ is standard practice not to release information of that 

15 .kind, cr any other, which might compromise a cri min al 

16 investigation. 

17 And of course we are cooperating with the 

18 independent counsel to try to assure that we do not 

19 release any information which would jeopardize his 

r 

20 investigation. 

21 As I said earlier, I would think you would not 

22 want us to do that in order that that investigation should 

23 proceed as it should. 

24 Senator Gramm. Mr. Chairman, if I could have 

25 your indulgence, I have got here a text of a newspaper 
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1 article in Phoenix that contradicts something that Mr. Hove 

2 ■ said, and I am sure he does not want to let it stand. 

3 * I have got a response apparently after the second 

4 j article where the agency, the FDIC, did in fact make a 

5 j; statement . It says : 

u 

6 . "The agency says Mrs. Clinton's involvement in 

7 the case was not extensive enough to constitute a conflict 

8 | of interest under rules governing federal regulation of 

9 savings and loans . " 

10 I have got this if you would like to see it. 

11 Mr. Hove. Was that after the second- -We made a 

12 ^ comment. We made a public comment after the first article 

13 | appeared. 

14 j Senator Gramm. This is 2/16/94. 

15 Mr. Hove. And I do not know when those articles 

16 appeared. 

17 The Chairman. Why do you not take a look at it, 

18 . and let us go to Senator Domenici. 

19 ^ Mr. Hove. Senator, we commented after the first 

20 article appeared to correct any inaccuracies that was in the 

\ 

21 report. 

22 The involvement that Mrs. Clinton had in that 

23 case was again, as I mentioned to Senator Faircloth, that 

24 she signed an amended complaint for her partner, Vince 

25 Foster, who was the attorney who was involved in the case. 
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That involved two hours chat was billed on Mrs. 
Clinton's pare on chat case in which she signed the amended 
complaint . 

As far as we can determine from the records we 
had, that was the involvement ' that she had had, and that is 
what we released at the time. 

| Senator Gramm. Well, if you would take a look at 

j this and :ust let us know in writing if this was the second 
one, how the response was made, who made it, why they made 
it, that would be fine. 

Thank you, Mr. Chairman. 

’ (COMMITTEE INSERT.) 
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The Chairman. Senator Domenici. 

Senator Domenici. Mr. Alt m a n , Stanley Tate was 
nominated by President Clinton to head the RTC and, while 
preparing for that confirmation, he was at the RTC in a 
consulting capacity. 

That is all true, is it not? 

Mr. Altman. Yea, sir. 

Senator Domenici. When he withdrew hia 
nomination, he attempted to release to the public materials 
he had prepared containing the RTC operations. 

Are you and the Board familiar with the document 
that I refer to? 


Mr. Altman. Generally, sir, yea. 

Senator Domenici. Why did the Oversight Board 
' prevent Mr. Tate from releasing that document? 

Mr. Altman. Well, first of all, it was released. 

Senator Domenici. You released it- -when he left, 
it was not released, and you claimed it should not be 
released. But then eventually you provided the document to 
Senator D’ Amato, I believe, or my office, but that was on 
December 23rd, 1993. 

Why was it not released when he wanted to release 


it? 


Mr. Altman. Well, Senator, my recollection is it 
was released rather promptly. Maybe not the day after he 
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submitted it, cut as a federal employee and a consultant, 
the materials properly were reviewed by his superiors before 
being released. 

\ 

But I think the point is they were released in 
J short order . 

Senator Domenici. Did the RTC cr the Oversight 
Board alter, edit, or sanitize this document before 
[ releasing it? 
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And let me say, if not, why did Dietra Ford, I 

Oversight Board Executive Director, send a memo, and I have j 
that, dated November 30th, to you about these materials j 

which included the following sentence: j 

"I am forwarding the enclosed so that you can see j 
the original materials and fully understand the disaster we | 
narrowiv avoided." j 

That last sentence is a quote. 

What was the "disaster" that Mrs. Ford was 
4 referring to? Was this a reference to Madison? If it was 
not, fine. If it was, I think maybe we ought to know about 
■' it. 


21 

22 

23 

24 


Mr. Altman. Senator, you should ask Mrs. Ford 
that question. 

Senator Kerry. You may not like the answer, but- 



Senator Domenici. Well, I just got this letter 
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and it deserves an answer. If it is noc what I wane, Chat 
is fine. That is what we are here for. 

Ms. Ford, we received the 200 -page document the 
morning of his press conference, and we had only a quick 
time to take a look at it at the Oversight Board. 

The Deputy General Counsel of the Oversight Board 
and I advised- - 

The Chairman. Would you pull the microphone up, 

please? 

Ms. Ford. We advised Mr. Tate that the material 
should be reviewed by the Oversight Board staff, myself, as 
well as the interim CEO Mr. Altman before they are released 
to the public, and that he was a special federal government 
employee and therefore he was subject to the rules that 
apply in terms of ethics, the Office of Government Ethics, 
that apply to the release of documents which he obtained 
during his tenure as a federal government employee. 

Senator Oonenici. Well, that is what your letter 

says. 

Ms. Ford. That is right. 

Senator Domenici. What was the "disaster* that 
we narrowly avoided? 

Ms. Ford. It was my interpretation that to 
release those documents before anyone in the Oversight Board 
staff, the attorneys involved, or who advised us, had a 
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chance cc ioc* at them was inappropriate , and that is my 
choice or words, "disaster." 

I think it is inappropriate to release documents 
before we know what they contain. 

Senator Domenici. I thank you. 

Let me quickly move to a couple of other ones, if 

I might. 

Mr. Altman, I think you told Senator Bond that 
you would not make available any documents that "would have 
a negative impact on the legislation"? 

Mr. Altman. No, I do not think so. I think I 
said that we would try not to release any documents that 
would have a prejudicial effect on the investigation. 

Senator Domenici. Well, this Committee held 
hearings on the failure of the Bank of New England in the 
context of an unsuccessful confirmation hearing on Bob 
Clark. 

This Committee explored in detail transactions 
related to that bank. Voluminous documents were made 
available. Maybe this is distinguishable, but it seems to 
me chat the same question could be asked here. 

Why can you not release all of these documents 
for this kind of hearing? 

Mr. Altman. Senator, we have had- -or I am 
advised we have had a couple of conversations with Mr. 
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a Fiske, the Independent Counsel. He has asked us not to 
release any documents that could jeopardize his 
investigation. 

I do not know why you would want us to do that, 
to jeopardize his investigation- - 

Senator Domenici . I do not want to. 

Mr. Altman, --and we certainly do not want to, 
and we are respecting his request. 

Senator Domenici. But i f the Special Prosecutor 
has no objection to the Committee being provided copies of 
documents, can the Committee then count on the RTC's full 
cooperation in providing them? 

Mr. Altman. You should direct that question to 

Mr. Fiske. 

Senator Domenici. No. 

| If he has no objection, then can we count on you 

to release them? 


Mr; Altman. I think the answer is 'yes.' 

Senator Domenici. Does the RTC have an Inspector 

General? 


^ Mr. Altman. Yes, sir. 

1 Senator Domenici. Has the Inspector General 

investigated the conflict of interest allegations regarding 
; the Rose firm? 



Mr. Altman. I do not know the answer to that. I 
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1 - am nearly certain it is 'no,' because as you know it was not 

2 1 the RTC that ever had any retainer relationshiD or other 
•I 

3 j relationship with the Rose firm. 

I 

4 ^ Senator Domenici. But you are kind of the 

5 | natural successor to what went on there. 

6 j I think when you took over you began some 

7 investigation of that, and we will show you that in a 

8 ] minute, but my question is: 

9 if the FDIC agreed to have its IG look into 

10 Madison, would there be any reason why you would not? 

■j 

11 Mr. Altman. I have no objection to the IG's 

12 looking into any matter that he sees fit to look into, or 

i* 

13 that he is requested on an official basis to look into. 

14 j That is what he is there for. 

15 The Chairman. Senator Domenici, X do not want to 

16 j be arbitrary, but I do want to try to stay on the time clock 

17 if I can and go back and forth. We will continue until 

18 j everybody has had a chance to cover what they wished to 

19 i cover today. 

i 

20 Senator Domenici. Thank you very much, Mr. 
i 

21 Chairman. 

I 

22 The Chairman. Chairman Greenspan, I want to come 

23 back to the interest rate situation because we had an 

24 ? opportunity to talk the day that the Fed took its first step 

25 j after that was taken. 
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I am concerned about the question of what has 
happened since, and just your own expectations of what might 
happen and what has happened. 

You have made further public comments in a 
. hearing recently. I am just wondering, as you watch market 
reactions to the tightening move that the Fed made, are you 

j 

seeing essentially what you expected? Or have you seen 
something, particularly in terms of the uptick on the long 
rates, something that maybe you would not have expected? 

In other words, where are we now? 

How do you read what seems to be taking place as 
a reaction to the Fed's policy adjustment? 

Chairman Greenspan. Mr. Chairman, as Senator 
Sarbanes indicated, my expectation was on the basis of what 
has historically tended to be the case, that the type of 
increase that we have had would initially lead to some small 
increase in long-term rates followed by sane edging off. 

. That has basically been the history, ocher things 

equal, and that is essentially what one endeavors to use so 

i 

far as a forecast is concerned. 

What occurred in the interim was, as I indicated 
to the subcommittee of the House the other day, is there was 
a growing concern that after the torrid pace of economic 
growth in the fourth quarter, which is apparently in the 
process of being revised up, that the possibility that we 
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\ would non be moving to a much more moderate rate of growth 
| was rising. 

The first evidence that that was affecting market 
perceptions was when the Philadelphia Federal Reserve Bank 
released its monthly survey which showed a significant 
increase in prices paid by manufacturers for the month, 
j early- -I suspect it is early February. At the point at 
J which that release was made, the long-term rates were very 
< slightly above where they had been previous to the February 
4th move. But what occurred following that was a general 

> 

belief that the pace of economic activity may turn out to be 

! somewhat stronger than moat of the people in the market had 

! 

anticipated. 

fr 

j To repeat what I said at the House Banking 

• 1 : 

.. Subcommittee, that change in view in the market's perception 
j l8d to a significant backing up of long-term races, which is 
what typically happens when those types of expectations 


j ' change . 

^ As i said then, my impression of how one should 

^ interpret that Philadelphia report is .more an indication of 
a Pickup in economic activity, because commodity prices tend 
j v to b ® reasonably good proxies for new orders, and indeed I 
think that is what essentially that particular report was 


showing . 



It is not a particularly good forecaster of 
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! inf lacier.. As I said at the House Committee, we seem to be 
lacking the financial tender that usually is associated with 
| inflation accelerating when you get a significant pickup in 
economic activity. 

I am agnostic at this stage. 2 think it is too 

soon to make a judgment, but we will learn a good deal more 

as the data begin to come forward. 

The Chairman. Well, but as I listened carefully 
| to what you were saying, it seems to me when you say you do 

, not see tr.e inflationary tender, and that you are sort of an 

J agnostic. I mean I gather you are saying you do not see yet 
j a broad evidence of a build-up of inflationary pressure that 

I really worries you? 

Or is that not- -I mean, put it in your words. 
Chairman Greenspan. That is substantially 

| correct . 

The reason that we moved on February the 4th, and 
| the reason I said we may have to move again, rests on the 
j issue of having deliberately put through a significant 
| degree of accommodation in the money markets after 1989 
| because we perceived that there were special balance-sheet 
factors and other headwinds which required that we move the 

t 

short-term interest rates below where they normally would 
, reside . 

j When it became apparent that the adjustments that 


j 



Ace-Federal Reporters, Inc. 

Nationwide Coverac* 


202 - 3 * 7-3700 000 - 336 - 6*46 410 - 684-2550 



15508 



3086 


78540505 

T WBeacn 


167 


1 

2 

3 

4 

5 

6 

7 

8 
9 

10 

11 

12 

13 

14 

15 

16 

17 

18 

19 

20 
21 
22 

23 

24 

25 



we thought would occur, and in fact have been occurring in 
the balance sheets, got to a point where the economy could 
start to regain its momentum and gain a degree of expansion 
which seemed to be well entrenched, at that point the need 
to have excessive accommodative policies no longer exists. 

The issue is not do we see inflationary pressures 
emerging, but what is the reason why we would want to keep 
the level of accommodation at a point where history tells 
us, if extended indefinitely, eventually does engender 
inflationary pressures? 

So it is the issue- -I would reverse the question. 
Not, do we see inflationary pressures; but what reason would 
we have, once the recovery seems well entrenched- -as indeed 
I believe it is- -would we wish to keep an excessively 
accommodative stance? 

That is not a statement which says we are seeing 
inflationary pressures emerging. 

indeed, as. I said in my prepared remarks to the 
House Committee, when we actually see inflationary forces 
emerging in the way of price changes which are clearly 
evident, the one thing that is sure at that point is we are 
very far advanced in the process. History tells us that 
that type of policy which we engaged in much too often is 
wholly inappropriate to maintaining long-term economic 
stability. 
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The Chairman. Well, let me just say to you I 
find that a very important clarification and point that you 
have just made. 

I think it puts this in a somewhat different 
light than some of the commentary I think has given to it, . 
because what I hear you saying is that you have had a 
monetary policy that has been overly accommodative in order 
to try to get sort of the engine going again, and that you 
over- corrected in a sense- - 

Chairman Greenspan. Deliberately. 

The Chairman, --deliberately. 

And now that it has gotten the traction that it 
needs to have, and as far as you can tell you are talcing 
back some of that over -correction, but not for reasons of 
the fact that you see this inflationary tender building up 
here. 

Chairman Greenspan. Precisely. 

In fact, I have tried to make that point every 
time I have stated this and I somehow do not seem to get it 
across as well as I think I would like to. 

The Chairman. Well I think you got it across 
pretty well right now, and we have got a pretty good size 
press table that I hope will have gotten it down, even 
though it is 20 to 2:00, which is sort of a late hour for us 
to all be meeting here, but I thank you for that. 


fc 'A. 
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I chink chac is a very important distinction, and 
I think :: is imporcant for the economic system and the 
rockets “c understand what you have just said. 

Senator D'Amacc? 

Senator D'Amacc. Thank you, Mr. Chairman. 

Mr. Chairman, I have to say to Mr. Altman that I 
would like to go back to a question that Senator Gramm 
brought up as it relates to any meetings with White House 
Staff or counsel. 

Mr. Altman, I think you said that you and an 
official from Treasury sought out Mr. Nussbaum? Is that 
correct? 

Mr. Altman. Yes, I did. 

Senator D' Amato. Could you tell us why? 

In other words, Z have difficulty understanding 
why it is you felt compelled to seek out the White House 
counsel. 


18 

19 

20 
21 
22 

23 

24 
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Mr. Altman. Solely to ensure- - 

Senator D' Amato. Solely to? 

Mr. Altman. Solely to be sure that he understood 
the legal and procedural framework within which the RTC was 
working . 

If you recall, as I said, at that time there was 
a February 28th date which was the subject of major 
attention m the Congress and in the press. It is not 
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1 uncommon cf meetings of that type to take place. 

2 And I describe it as a "heads-up" and a very 

3 stiff conversation. 

4 Senator D' Amato. A heads-up? In what connection 

5 would that heads-up be? Do you mean that the statute of 

6 limitations was running? 

7 Mr. Altman. No, that they should be aware of the 

8 I internal processes and the types of criteria which the RTC 

9 jj was going to be following in order to reach a decision by 

10 | February 28th. 

11 : Senator D' Amato. Were any representatives of the 

12 President or Mrs. Clinton, were any legal counsel, which Z 

13 think would be appropriate, speaking to the counsel for the 

14 RTC, or people handling this particular matter? 

15 I mean, was there any legal representation going 

16 | on? 

17 i Was this you just called them? 

4 

18 Did they have any representatives, any counsel 

19 who may have been meeting with staff people, or talking to 

20 ' * staff people? 

21 Mr. Altman. I was accompanied by our General 

j * 

22 Counsel , Treasury General Counsel . 

23 : Mr. Nussbaum had his assistant with him. And Mr. 

24 j Ickies and Margaret Williams were both at the-- 
Senator D' Amato. Oh? Ickies is in it, huh? 
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Let me ask you this. Prior to this meeting, was 
there =r.y representation, was there any counsel that was 
being giver, representing the President's interests or Mrs. 
Clinton's interests, or anyone else that you were aware of 
as it relates to the matter that you went to brief them on? 

Mr. Altman. No. Not to my knowledge. Nor were 
there any substantive conversations* -subsequent 
conversations . 

Senator D'Amato. Did anyone request this 

meeting? 

Mr. Altman. I requested the meeting. 

Senator D'Amato. Was there any other meeting 
that may have been requested? 

Mr. Altman. No. 

Senator D'Amato. There was no other meeting that 
you were aware of that the White House counsel requested? 

Mr. Altman. No. 

Senator D'Amato. Or anyone else from the White 

House? 

Mr. Altman. No. 

Senator D'Amato. Mr. Ickies? 

Mr. Altman. I had r.o subsequent--! received no 
-subsequent requests for meetings. 

Senator D'Amato. What about private counsel? 

Did private counsel--! find it hard to believe 
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that there was no private counsel. Are you saying to me 
that there was not even private counsel that was meeting 
with staff lawyers at some level? 

Mr. Altman. Not to my knowledge, Senator. 

Senator D' Amato. Ms. Ford, do you know of any? 

Ms. Ford. No. I have had no involvement. 

Senator D' Amato. Let me turn to the RTC Report 
which was dated February 8th, which we received last evening 
about 9:00 o'clock, "Resolution Trust Corporation." 

I say to you that in reviewing this document that 
I think it goes a little further and does a little better 
job than the one that came out of the FDIC. But I found it 
interesting that in its conclusion on page 5 and 6, in the 
summary --in this summary before it reaches the disposition- - 
it says : 

(a) Rose represented Madison prior to. its 

failure ; 

(b) --and I am not reading the whole sentence- - 

(b) Rose represented the FDIC/RTC subsequent to 
the failure of Madison; 

(c) Rose did not disclose its representation of 
Madison before the Arkansas Securities Department, to the 
FDIC, or to the RTC. Further, it did not report possible 
conflicts involving the brother-in-law and father-in-law of 
Webb Hubbell - - 
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And by the way, I am going to, Mr. Hove, read 
something :: you that is quite illuminating. You had better 
have your lawyers take a iook at this. 

When it gets ail done doing that, it says: 

"Based on the factual conclusions in the RTC 
Conflicts Report," it says, "we send it to counsel." 

Now I have to tell you, I am going to ask-* 
because you have no conclusion. It just says these are the 
facts. End of the facts, fellows. Now you do with it what 
you want and sends it to counsel, general counsel. 

I am going to ask that this report and any other 
relevant material that was gathered by those who were 
working on it be submitted to the Inspector General. As you 
have indicated before, you certainly would not see- - 1 do not 
see how that would impede anybody or anything, but I 
certainly would feel more comfortable that it goes to the 
Inspector General as opposed to the General Counsel. 

I think it would guarantee the integrity of the 
review certainly in this Senator's mind, and I think in 
others . 

Mr. Altman. Fine. 

Senator D' Amato. Thank you, very much. I see 
that my time has expired. 

I have another observation to make, and I will do 
that afterward at the appropriate time. 
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i - 

I 

The Chairman. Senator Kerry? 

Senator Kerry. Well, let me ask my colleague. 

Is that going to be the last? Or is there an intention of 
^ colleagues to go another round? 

Senator D' Amato. I think some colleagues have 
. some ocher questions they will raise. 

The Chairman. I think we will have one more go- 
jj around here with those that are left who want to do so, and 
then I think we are probably done here. 

Senator Kerry. It was my understanding that we 
were going to have another hearing here in 10 minutes, which 
Z am also supposed to participate in. I am just curious 
what the plans of the Chairman are. 

’ The Chairman. They have a different roan that 

they are meeting in, so we will not run into a roam 
conflict, but we are late in the day and the witnesses have 
been here a long time, so my intention would be to finish up 
around here after everybody gets one more round. 

Senator Kerry. Well maybe I could ask just 
procedurally, I do not really want to use my time at this 
point, but it seems to me that maybe we could ask if anybody 
has anymore questions to ask of the Chairman of the Federal 
Reserve, because it seems not a great use of his time to sit 
here if all we are going to do is talk about another 
subject. 
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Senator lomenici. Is my cum eminent here, or do 
I have a long wait? 

The Chairman. Lee me gee try baccing order here. 

Senaeor Eoxer. You have a long wait. 

Senator Domenici. I do noe wane to keep him a 
long time, but I wanted to- - 

The Chairman. Actually you follow Senator Bond 
who will come after Senator Kerry, and then we will cone 
back rc Senator Boxer. So actually there are- - 

Senator Faircloth. How long is your question? 
Maybe they would lee you - - 

Senator Domenici. Z do not have a question of 
Mr. Greenspan. I just want to state for the record that 
frankly I believe the actions you took over the last three 
or four years have a great deal to do with the status of the 
American economy. 

I frankly believe you were subject to some undue 
criticism, but if we have a solid recovery I think it is 
very significantly related to the conduct of the Federal 
Reserve over the last three* and -a- half or four years. 

Maybe President Bush would have liked it 
differently, and maybe Dick Daman would have, if it all 
could have happened earlier, but nonetheless I think you are 
somewhat responsible so I trust you at least on what you are 
doing now. 
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Thank you. 

The Chairman. That reminds me a little bit of 
watching some of that Olympic Skating Competition last night 
when they throw the bouquets out on the ice. You just threw 
a nice one to the Chairman. 

Senator Domenici. Thank you. 

The Chairman. Senator Kerry? 

(Laughter. ) 

Senator Domenici. I remember you were critical 
of him. You wanted him to loosen up even more. 

The Chairman. Well, the other day I think my 
comments were comments that reflected some understanding as 
to what the Chairman is trying to do, and I think he has put 
additional light on that today. 

I do not think this Chairman wants to strangle 
the economy, and I am speaking of Chairman Greenspan. 
Sometimes you can do that and not intend to, but I think he 
is trying to be as prudent as he can be. 

Senator Kerry? 

Chairman Greenspan. Excuse me, Mr. Chairman? is 

that* - 

The Chairman. Cam you be liberated now? Cam you 
take your bouquet and go? 

(Laughter. ) 

Chairman Greenspan. Yes. 
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The Chairman. Yes, you can. 

Senator Kerry- -Senator Boxer gave you a 5.9. 

i Laughter. ; 

Senator Boxer. A 6.0. 

i Laughter. ; 

The Chairman. Especially on the technical 
portion ci the program. 

(Laughter. ) 

Senator Bond. With the market today, maybe we 
should have let him out earlier. 

The Chairman. Senator Kerry? 

Senator Kerry. Mr. Chairman, I am not sure I 
have time to stay through the whole process here, so I am 
review the bidding here a little bit, but just speaking as a 
former prosecutor: 

One of my colleagues over here was sort of 
questioning the duality. I can tell you as a person who has 
presented evidence to grand juries and who has spent some 
time putting cases together, that there is nothing worse 
than having dual tracks, witness confusion, various 
statements appearing in public, multiple copies of documents 
moving around. 

I would be very surprised if Special Prosecutor 
! Fiske decided to do it. It certainly would not be a 


judgment that I made thinks public in the middle of an 
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investigation because it inevitably taints somebody's 
something, and it creates a very hard process for pursuing a 
track. 

what astonishes me here a little bit- -and I want 
to reiterate it --is we have a $150 billion problem here 
which taxpayers are paying for. They are already angry 
enough about us wasting their time in duplicitous process, 
and here we are frankly with very important people in front 
of us having spent a morning not really examining where that 
$150 billion went, not talking about it, but dealing instead 
with politics. 

And that is what this really comes down to. It 
is politics, it is totally unnecessary in the context of 
the gentleman who has been made Special Prosecutor- -a 
Republican appointed by a Democrat. 

Let me just share with colleagues again quickly 
something about Mr. Fiske. This is an article from The New 
York Times right after he was appointed: 

"Robert Fiske' s reputation for integrity and 
thoroughness is so entrenched that if he finds no 
wrongdoing during his investigation of the 
Whitewater affair, his findings could put rumors 
about Sill and Hillary Clinton's business 
dealings to rest." 

•The choice is one that you simply can't argue 
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with. " said former Treasury Secretary Nicholas Brady, a 
close friend of former President George Bush, and a college 
classmate of Mr. Fiske's more than 40 years ago: 

"He is one of those guys who has always 

conducted himself with integrity." 

The article goes on to say that, "Mr. Fiske, a 63 -year-old 
Wall Street lawyer, earned his reputation by being an 
aggressive prosecutor. If the Clintons have something to 
hide, he could pose a formidable problem. If he lives up to 
his billing, at the very least his investigation will 
disrupt the lives of the First Family." 

Now if that is not enough, if we do not have the 
patience to allow him to do his job and sic here and ask 
relevant questions about $150 billion, we ought to ask what 
we are doing here. 

This is why the taxpayers get so fed up, because 
all we do is dig into politics. There is a huge distinction 
between this case and prior cases because we are not looking 
at a current situation where the President is currently 
making decisions about current money being spent or current 
policy. 

This is something that happened when he was 
Governor- -if whatever happened happened- -and I suggest that 
this Prosecutor has the ability to get at it. 

If he does not, I will join with Senator O' Amato. 
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I will be one of the first people. I think I have a good 
reputation here on the basis of BCCI and Noriega and other 
investigative efforts in pursuing things. 

But I think back to the time I was trying to do 
that, and I did not have any help from the other side of the 
Aisle. We did not get subpoena power. We did not have the 
ability to have a full-fledged investigation in this 
Committee on that. 

3 I sat here with Tim Wirth and we tried again and 

again to get an extension of the liability . We also tried 
to get a Special Prosecutor. Most of my colleagues making a 
lot of noise about this now were opposed to have the Special 
Prosecutor. 

So I just think fair is fair at some point in 
, this business. We all understand the game. We all 
j understand what happens. But it seems to me that to take 
$150 billion fiasco and relegate it to a second tier for 
this 194th state-run- - 

Who was the primary regulator of this 
institution, originally? 

j Mr. Hove. Originally it was the Federal Savings 

| & Loan Insurance Corporation, and later OTS. 

\ Senator Kerry. Fine. So it came to the Federal 

j Government secondarily. And, I might add, for two years 
, this case was closed. It was not until six weeks before the 
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election- -and we ought to ask some questions about this- - 
that suddenly when Bill Clinton was the nominee for 
President of the United States that there was a criminal 
referral to the RTC. 

Not until six weeks before the election. 

For . two years while my friends controlled the 
elements of regulation, nobody was asking the questions that 
are being asked here today. 

So I am not saying questions should not be asked. 
I am saying we absolutely ought to get to the bottom of 
whatever took place. We ought to understand all these 
institutions, because it is a sorry chapter in American 
politics . 

But that is going to happen with 25 FBI agents, 
and depositions, and documents being made available, and the 
taxpayers of this country do not need us jumping all over 
each other for political purposes avoiding the real issues 
that they would like us to dig into. 

I do not think much more needs to be said beyond 

that. 

The Chairman. Senator Bond. 

Mr. Hove. Mr. Chairman, may I make a correction 

The Chairman. Yes. 

Mr. Hove. I think Senator Kerry asked who was 
the primary regulator. The primary regulator was the State 
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of Arkansas. 

Senator Kerry. That is what I was getting at. 

The primary regulator was the State. 

Mr. Hove. Exactly. And the primary federal 
regulator was FSLIC, or NOTS . 

Senator Kerry. Correct. So the issue of federal 
nexus here in terms of decision making is only by transfer, 
not by original jurisdiction. So what we are doing is 
secondary to the third tier. 

The Chairman. Senator Bond. 

Senator Bond. Mr. Chairman, for the benefit of 
ny friend from Massachusetts, I am going to submit a 
chronology and some questions for the record to the RTC to 
answer. 

I recall it was Jerry Brown of California who 
first raised the question during the 1992 campaign, but we 
all will be able to benefit from these questions which are 
along the lines that Senator Kerry raised. 

I also have a series of questions for the FDIC 
and for the RTC which follow up on these other questions. 

But in the time remaining, I do want to pursue a 
couple of items. 

When we last talked, Mr. Altman, you said that 
j normal procedure would be for the RTC to seek out and 


acquire records wherever they were. 
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Now if the RTC under your direction were 
requesting records from the First Lady at the White House, a 
rather r.ign* profile event, would it not be customary for 
them to advise you that they were requesting records in the 
possession cf the First Lady? 

Mr. Altman. Senator, I do not get involved in 
any substantive aspects of any PIS case, particularly or 
including documents that they may seek, so they have never 
brought that to my attention since I have been in this job 
and that goes right through to today. 

Senator Bond. So you would not expect them to 


tell you? 


Mr. Altman. No, I would not. j 

Senator Bond. I find that remarkable. j 

In a normal criminal referral case, the RTC j 

creates and retains an inventory of pertinent documents used j 
to make the case. As I understand it, at least one version j 


of the inventory has been provided to some Members of 
1 Congress. 

Could you furnish to this Committee the latest, 
most up-to-date inventory, and provide it for the hearing 
record along with the previous versions? Would you make 
that available? 


Mr. Altman. Well last evening we supplied the 
6500 cages of information tc Senator D' Amato's office, as we 
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1 had sometime earlier to Congressman Leach. 

2 • ’ Senator Bond. And is that the entire inventory? 

3 

3 J 

4 - Are those all the documents? 

! 

5 What did you- -You give new challenge to Federal 

6 Express and Overnight Postal Service to get the delivery of 

i 

7 such a substantial stack of documents at this particular 

8 ! time. It is a new standard for delivery in the package 

9 express . 

10 Mr. Altman. Well, I have here a list of the 

11 documents . 

12 Senator Bond. Is that the latest version? 

13 Mr. Altman. This is just a list of what the 

14 . documents are. There are 6500 in total pages. Thia is a 

15 list of the documents we provided. 

16 Senator Bond. If you could make one available 

17 for the record, we would like to have it. 

Mr. Altman. I would be delighted. 

Senator Bond. We would appreciate it. 

(COMMITTEE INSERT.) 
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Senator Bond. .\*ext, when did you become aware of 
the RTC recommendations that further criminal prosecution be 
taken against Madison? 

Mr. Altman. Last fall. I was advised that the 
question of a referral to the Justice Department was under 
consideration at the RTC. And as other members of the RTC 
staff will attest. I said that normal procedures with no 
deviations whatsoever should be pursued, including chain of 
command procedures, in terms of reaching that conclusion. 

I might tell you that typically decisions like 
that are made at the Regional Office ievel, and it was in 
this case. 

Senator Bond. Were you aware that the Regional 
Office had asked the National Office to make a determination 
as to whether the Clintons' name should be in the new 
expanded referral? 

Mr. Altman. No. 

Senator Bond. You did not know chey were asking 
for the National Office to make a determination? 

Mr. Altman. No. I was simply informed that this 
issue was on the cable, and my reaction was --and I had only 
one conversation about it --that normal procedure should be 
followed. That is the way we are going to handle this thing 
from beginning to end. 

Senator Bond. How was the White House notified 
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of the referral? 

Mr. Altman. They were not notified by the RTC, 
to the best of my knowledge. 

Senator Bond. Nobody in your agency, to your 
knowledge, advised the White House staff that this was going 
to be a major --this could be a major source of concern? 

Mr. Altman. Not to my knowledge. 

Senator Bond. Mrs. Ford, do you know if the 
White House was notified by the RTC? 

Ms. Ford. No. We have had no involvement at the 
Oversight Board whatsoever. 

Senator Bond. When was the firm of Madison & 
Pillsbury put on retainer by the RTC? 

Do you know? 

For how long, and at what cost? 

| Mr. Altman. I do not know that. I am aware that 

that firm has been retained as outside counsel on this 
matter, but I am not aware of the date on which it was 
retained nor the retainer arrangements . 

Senator Bond. Will they review the potential of 
suing the various law firms who represented Madison, or the 
Board of Directors? 

Mr. Altman. I do not know the answer to that 

question. 

: Senator Bond. We would appreciate know that, if 
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1 you could, later. And if there are other outside counsel or 

2 consultants hired in conjunction with the case, we would 

3 like to know that. 

4 (COMMITTEE INSERT.) 
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Senator Bond. Finally, I am advised that the 
■ list you have there is just an inventory of the documents 
jj provided to Senator D' Amato. It is not the complete 
inventory of the documents pertaining to Madison. 

| If I am mistaken, or in either event we would 

j appreciate receiving a copy of the inventory of the entire 
documents . 

| Mr. Altman. Well, Senator, I am not sure I fully 

understand your question. What we have released amounts to 

what we have been asked for, less any documents that in our 
4 

judgment could prejudice the investigation. 

jj I told you earlier that we had had a couple of 

conversations--! have not had them- - 1 am advised that there 

j were a couple of conversations with Mr. Fiske, with each 

side asking the other not to release information or take any 

i other steps which would prejudice either side's 

J 

investigation, and we are trying to adhere to that. 

^ Senator Bond. As I understand it, you have 

; prepared an inventory. I am not asking for the documents 

themselves, but I understand that you had prepared an 

i 

inventory and had furnished perhaps Members of the House 
side or others with the inventory- -not the contents of the 
documents . 

Mr. Altman. Well any information I assure you 

i 

that we have supplied to Congressman Leach or anyone 

I 

j- 
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elsewhere m che Congress we are delighted to supply to you 
or anyone else here chat would like them. 

Senator Bond. Would that include an inventory, a 
cataloguing- -not the contents but a cataloguing- -of the 
documents in the Madison case? 

Mr. Altman. We will supply you with any 
information to that extent that we can which does not get 
into areas that we think would prejudice the investigation. 

Senator Bond. Thank you, Mr. Chairman. 

The Chairman. Senator Boxer? 

Senator Boxer. Mr. Chairman, I am still working. 

The Chairman. All right. Senator Domenici, you 
are next m the order. 

Senator Domenici. Mr. Altman, you spoke awhile 
ago of your one contact with the White House regarding this, 
and you and your counsel went up to talk to the White House 
counsel . 

Mr. Altman. One substantive contact. 

Senator Domenici. Please? 

Mr. Altman. One substantive or meaningful 

contact. 

Senator Domenici. Well, I assume we are not 
arguing there that you had- -you are not suggesting you had 
more than one are you? 

Mr. Altman. No. I am just saying that if you, 
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you know, you run into someone in the hall, if you see that 
thing in the paper this morning, I am not including that. 

Senator Domenici . You said you were there to 
give a heads-up. 

What I understand the situation to be on average 
folks like a couple of them in my State that were bordering 
up alongside of a statute of limitations becoming a defense, 
they were presented with a tolling agreement. If they did 
not sign ic, che suit was filed so as to coll the statute. 

Is that a rather fair assessment of the way 
business is done? 

Mr. Altman. I think I would have to know the 
details of the matter, Senator. 

Senator Domenici. Well I guess what I am 
wondering is are we getting the right perspective of why you 
did this? 

Did you go there because you wanted them to know 
that clearly they might be asked to sign a tolling 
agreement? 

Or, to know that the normal process was that the 
statute is going to toll and if there is reasonable grounds 
to suspect something, they might expect a lawsuit? 

Why else would you give them a heads-up? 

Mr. Altman. The difference between this and a 
matter like the one you referred to is I had been receiving- 


i* 

jl 
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I had cegur. r = receive a lot of inquiries, including in 


2 writing, iron Congress as to what procedures the RTC was 

3 going c : fellow. 

4 1 1 wanted to give them the same sense of those 

5 u procedures that I was giving Members of Congress. I said to 

6 them netting different than I have said to Members of 

7 Congress. 

i 

8 { Senator Domenici. Well I understand that, but I 


? guess wnat 2 am getting at is there must have been a reason 

10 for teliing tr.em that. 

11 Congress was just saying the statute is going to 

12 run, what are you going to do, so you went over there to 

13 ^ tell tr.em we are going to apply the same thing we do in any 

14 j. other case? 

15 That is the "heads-up" that you were giving them? 

16 " Mr. Altman. That is right. 

17 Senator Domenici. Was it serious enough that you 

18 ^ wanted them to know because there might be something that 

19 . they would be confronted with that was untoward as you 

20 applied your rules like asking for a tolling agreement, or 

21 jr- filing a lawsuit? 

22 * Mr. Altman. Again, the essence of what we said 

23 was tr.at the statute cf limitations which then applied was 

24 scheduled cc expire on February 28th, 1994. 

25 The RTC was going to make every effort to make a 
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decision by chat date. 

! It could fundamentally reach only one of two 

! decisions : 

1 That there was the basis for a claim, or that 

s there was not. 

| If there was a basis for a claim, then we would 

• either seek a tolling agreement to permit more discovery and 
j more preparation, or we would file that claim in court. 

Senator Domenici. Well, the passage of the 
statute of limitations extension eliminates that problem, as 
1 you have already indicated. 

“ I guess, Mr. Chairman, I am having a little 

i 

difficulty with the explanation because one way of. looking 

j . at it was that it was not a very meaningful or important 

^meeting; that he was just doing this so that he would be 

able to tell Congress he had told them he is going to treat 

them the same way as others. 

I do not think a man- -I know you fairly well. I 
i v 

! do not think you would be going over there to just, be able 


to send this letter to Senator D' Amato that says I have told 
.the White House that they are going to be treated the same 

4 $ - 

way as other people. 

^ * Mr. Altman. Senator, I did not know whether they 

^Jcnew of such procedures which, as I say, I was then 
’^communicating to Members of Congress. It just seemed to me 



Ace-Federal Reporters, Inc. 

Nationwide Coverage 

202-347-3700 W0-336-6646 410404-2350 


15534 



3112 


334E2CJ 
-WBea cr. 


3 

4 

6 

7 

8 
3 

10 


12 

13 

14 

15 

16 

17 

18 

19 

20 
21 
22 

23 

24 

25 


a iittle -dd :: explain tic a Member of Congress chat we are 
going c: fciiow X,Y,Z procedures and net have them ever be 

■ made aware of what those were. 

Senator Domenici. Well I want to close on this 

1 remark by thanking you, Mr. Chairman, for holding these 
hearings . I hope the public understands the Republican 
response to Senator Kerry that it is almost an insult to 

i 

i accuse us of not being concerned about oversight, and that 
somehow cr ctr.er the other side is more interested in how 
the RTC turned cut. 

Franxly, that just borders on being a joke. 

, At this hearing we have all your statements. We 

are going to read them. So we are going to know what you 
were going to say. If you sent it to us yesterday, our 
staff has probably read it already and they will brief us. 

So we are going to know. 

Mv last observation would be that it is 

t inconceivable to me, Mr. Altman, that you would really be 
concerned that people involved in the investigation, 

■ whomever they are, whether it be people in Arkansas, whether 
it be confidants of the President, or whomever, that they 
would not know that the statute of limitations was going to 
toll, and that that presented a situation that you had to 
advise somebody on. 

I just do not think anybody involved ir. this 
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would r.cc have known that. 

Mr. Altman. Well Senator I also- -I would agree 
with ycu. I cannot say for sure. I cannot say what was in 
their r.inas . I doubt very much that they did not know about 
the statute of limitations. 

Senator Domenici. Right. 

Mr. Altman. What I was saying was not that. 

What I was saying I did not know if they knew, and frankly 
my impression is, as a result of that meeting, they had not 
previously known what procedures the RTC would be following. 

By that I mean that you have to choose between- - 
you have to reach a conclusion as to whether there is a 
claim or there is not, and then what you have to do if you 
[*, reach a conclusion that there is. 

Senator Domenici. Thank you, very much. 

The Chairman. Thank you. 

Senator Faircloth? 

Senator Faircloth. Thank you, Mr. Chairman. 

I will echo Senator Domenici. You have done a 




superb job of conducting, and I will be very brief. 

My questions are to Mr. Hove. 

Mr. Hove, we keep coming back- -you said the FSLIC 


23 issued this report, who had long been out of business and 

•>w r - 

24 t ^ e - nvesc i9 at i ca on Mrs. Clinton and her relationship? 
Mr. Hove. No, sir, I did not say FSLIC. I said 
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that: the agency chat handled the closing of First American 
was FSLIC, and that occurred before FDIC had any involvement 


Senator Faircloth. All right. But who did the 
investigation--! assume there was one done- -to determine 
that Mrs. Clinton had no involvement whatsoever that was 
worthy of looking at? 

Mr. Hove. We did not do an investigation. We 
did not do a review because we do not have all the records. 
The records are the old FSLIC records that are not in one 
central repository. 

All we did was review the records that we had 
available at the FDIC. The records that we had at the FDIC 
only indicated that Mrs. Clinton's involvement from the 
records that we could review liras the two hours that she 
spent filing the amended complaint for her partner Vince 


Senator Faircloth. So what you are saying really 
is that you did a very incomplete and surface investigation- 

Mr. Hove. We did not- -we simply looked at the 
records that we had, and we did not make an investigation 
any further than the records that we had available to us at 
the FDIC. 

Senator Faircloth. Well, I would say that Mr. 
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Whitney issuing such a clearance for Mrs. Clinton in the 
name of the FDIC does not lend a lot of credibility to an 
FDIC investigation when he makes his statements, and when 
you did not really have the records to make an investigation 
jj from what you are telling me. 

| Mr. Hove. What we were doing was correcting the 

;j information that was erroneous in The Chicago Tribune 
| report, because The Chicago Tribune said that it was am FDIC 
case and we said it was not an FDIC case. 

we also said that from our records this was the 
* only involvement that we could have. 

Senator Faircloth. Well do you not think it 
^ would be a good idea to hunt up the old FSLIC records and 

•W£*r 

J&see whether they might lead you farther? 

if" 

I have a question, and then I will be done. 

The original suit was $3.3 million. They settled 
j * it for 6 cents on the dollar, or $200,000. 

,,2 What I want to know is how much was Mrs. Clinton 

•if* 

id, or the Rose Law Firm. 

Mr. Hove. I cannot tell you. I do not know. 
Senator Faircloth. Can you find out? 

Mr. Hove. We can try. 

Senator Faircloth. I would like for you to let 
know as quickly as possible how much the Rose Law Firm 
£was paid, and also their work records to indicate who did 
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1 ij Senator Faircloth. You say she worked two hours - 

Mr. Hove. I did not say that. I said the only 
thing that we can ascertain from the records we have was 
that she worked two hours . 

Let me remind you, Senator, that these records 
are dispersed from wherever FSLIC had the records. We did 
not take possession of those records when FSLIC was closed 
9 down . 




198 


10 j Senator Faircloth. Are those records still 

11 ’ available? 


12 1 . 


13 

14 

15 

16 




Mr. Hove. I do not know. 

Senator Faircloth. If she settled the lawsuit, 
the amount of hours she worked- -it is just impossible for me 
to believe she settled the lawsuit against Lassiter, she 
signed the amended return which was the settlement, the 



amended complaint which was the settlement against Lassiter 
at a very favorable rate. 




23 




Then, we turn around and find that Lassiter is 
the person whose power of attorney is back in the White 
House working. 

Mr. Hove. Senator, the amended complaint reduced 
the complaint from $3.3 million to $1.3 million. The 



was some six months later. I do not know whether 
on had any involvement after that period of time 
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in which she amended the complaint from S3. 3 down to $1.3 
million. 

Senator Faircloth. Well, we have no idea whether 
Mrs. Clinton made the final settlement totally. 

Mr. Hove. I have no idea from our records and 
what we have seen. 

Senator Faircloth. This two -hour thing, she 
could have worked 200 hours. 
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Mr. Hove. What I have told you is what we have 
available at the FDIC. 

Senator Faircloth. She could have worked 200 
hours on it. 

Mr. Hove. And all I am telling you is that the 
records that we have indicated she worked two hours. The 
only records we have is that she billed FSLIC for only those 
two hours. 

Senator Faircloth. Billed who? 

Mr. Hove. F-S-L-I-C. 

Senator Faircloth. How about getting the total 
records from FSLIC and finding out how much the total bill 
was, and whose time was billed? 

I would like to see them. 

Thank you. 



1 COMMITTEE INSERT.) 
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The Chairman. Senator D'Amaco? 

Senator D'Amaco. You know, Mr. Hove, I have 
difficulty if you really have trouble figuring this out. 

When a claim is lodged for $3 million, and then it is 
reduced and you say, well, you know, the law firm or this 
partner- -in this case Mrs. Clinton- -only billed for two 
hours, cut the nature of the work was such as to reduce that 
lawsuit and the potential liability of Mr. Lassiter who has 
a definite relationship with the Clintons. 

I mean, are we really to believe you do not 
understand that? 

Now do not give me this two-hour scuff. I mean, 
the fact is that that claim was reduced. The potential of 
the claim was $3 million. It was reduced to a million some 


16 


17“ 


18 

* 

19 





odd, and therefore a settlement of $200,000 is much more 
reasonable in appearance when the suit is only asking for 
$1.3 million as opposed to $3 million. 

Now does chat not make sense? 

Do you see why a Senator or anyone else would 
make an inquiry and say: Look, what is the situation here? 

Are you telling us there is no conflict there? 

Mr. Hove. But, Senator, you are asking FDIC, and 
FDIC aces net have any involvement in that suit at that 
time. 

Senator D'Amaco. I am not suggesting that. What 
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I am suggesting to you is that in a period of time it came 
to you for review, if you icck at this- -do not keep telling 
us that FDIC did not have anything at that time. 

We are not suggesting that you did anything 


We are suggesting you take a look at the facts. 
Take a look at the record. You can be a school boy and you 
will come to an inescapable conclusion that someone was 
retained to bring the lawsuit that had a relationship with 
the person they brought the suit to. 

And as a matter of fact, whether it was two hours 
or one hour, their determination was made to reduce the 
claim that might be the potential liability from $3 million 
down to $1 million, and eventually settle for $200,000. 

Now we do not know who was responsible for the 

settlement? 

But the fact of the matter is that the partner 
who reduced and amended that complaint is Mrs. Clinton. 

That is obvious. I am not going to spend my time going back 
and forth with you. 

I am going to tell you something else, though. 
When we talk about the potential for conflict before as it 
related to the Madison Guaranty and Mr. Hubbell, I am going 
to refer you to a letter of June 8, 1989. 

Mr. Hove, you stated that since the Rose Law 
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Firm, which I first brought this up to you, was suing Frost, 
it was net relevant that Web Hubbell's brother-in-law and 
father- m-i aw was suing Madison. 

Now if you take a look at that letter- -and I am 
going to suggest to you that you are wrong, and that is why 
you had better have the IG look at this- -June 8, 1989, and 
it is written to April Breslaw, Attorney, Federal Deposit 
Insurance Corporation- -I am reading part of it: 

"Mr. Hubbell is the son-in-law of Seth Ward, a 
Madison insider who was able to obtain a judgment against 
Madison of approximately $447,000.” 

Skipping to the next sentence and going down: 
"Since the conservatorship, the case has been 
removed and later remanded back to the State Court of 
Appeals. After appeal, a new trial will be sought. Whether 
in state or federal court, at a minimum." 

It goes on to state: 

"The state judgment will be attacked under 
various special FDIC defenses on its general 
inappropriateness. Ms. Styrohorn has informed me that the 
information contained in the audit files could be damaging 
to our case, especially if a new trial is granted." 

It goes on, and it concludes: 

"I offer this information because there appears 
to be a conflict in representation and a question of 
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loyalties. Mr. Hubbeli may or may not be able to compromise 
our interest in the Seth Ward matter." 

Now, look, 1 am not suggesting that at that time 
that you knew of it. Here it is. That is why, if you do 
not refer something to the IG to clarify whether or not 
there was a conflict, you cannot be doing the right thing. 

For you to maintain, well, you were not there at 
the time, it was FSLIC? Well, maybe the rules were a little 
vague. 

I mean, for God's sake , you had lowly auditors 
saying, wake up, fellows! 

You had an auditor in another letter saying: It 

is impossible to think that he is not going to tell his in- 
laws what is going on. 

So that is the kind of thing that brings about 
maybe the scamping that one of my colleagues alluded to. 

Mr. Chairman, not withstanding- -first of all I am 
going to ask chat we be permitted to submit some documents 
for the record that have been referred to, so we can keep an 
orderly proceeding. 

The Chairman. Without objection, so ordered. 

(COMMITTEE INSERT.) 
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Senator D' Amato. Secondly, I want to say before 
I conclude that you could not have been fairer in making 
available this opportunity and according the Members the 
opportunity to make their presentations and to ask their 
questions under very difficult circumstances . 

So I want you to know that, and I think I speak 
for all the Republicans on the Committee in relationship to 
the manner in which you have conducted this proceeding. 

It is not easy for you, and I just want to 
commend you for your impartiality. 

Let me conclude again, I think what we are 
interested in this is setting, as I think Senator Donenici 
said, the process move forward without there being 
interference and without there being a question as to what 
documents have been made available to the appropriate 
people, and what has been taken. 

Some of these things have no - - 1 see Mr. Altman. 
He is placed in a very, very difficult position. I have 
said that publicly, as well. It is a very, very difficult 
situation and certainly it leads to us raising the kin d s of 
questions we have. 

But I tell you that this Senator wants to see 
what was supposed to be done, what was done, and that what 
should be done at the present level is carried out in a 
manner in which everyone cam say the right thing was done. 
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1 ’ Then. l=c the chips fall where they may. 

2 So, Mr. Chairman, again thank you for providing 

3 | us an opportunity to put forth our concerns . Hopefully this 

i 

4 ’ will rr.cve us a step closer to resolving this matter. 

5 • Thank you. 

6 . The Chairman. Thank you, very much. We will 

7 \ give you some questions for the record, and we would ask you 

8 | to respond to them. The Committee stands in recess. 

3 (COMMITTEE INSERT.) 
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Senator Boxer. Mr. Chairman, I want to make a 

comment . 

The Chairman. Oh, I beg your pardon, Senator 

Boxer. 

Senator Boxer. I was really waiting to hear what 
Senator D' Amato had to say. If you do not mind-- 
The Chairman. Excuse me. 

Senator Boxer. I just want to make sure 1 
understand where this is all going. 

So, Mr. Hove, you have agreed that you are going 
to take a look at- -you are going to ask the IG to cake a 
look at this potential conflict of interest? Is that 
correct? 

Mr. Hove. I have committed to make the IG, or 
request the IG make an investigation of both the FDIC's 
involvement with the Rose Law Firm and their suit with 
Frost . 

I have also made a commitment that we will have 
the IG investigate the issue of First American's failure 
when that happened back in 1985 or 1986, or whenever that 
was. 

(COMMITTEE INSERT.'. 
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1 Senator Boxer. And Mr. Altman has agreed to have 

2 the ig ta.<e a look at the largest S&L failures, the six that i 

j 

3 I noted in New York, Texas, California, and other places, 

4 and do c ns same thing. So we have that coming. 

5 Mr. Altman. That is right. 

6 (COMMITTEE INSERT. 5 
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|! Senator Boxer. I think, Mr. Chairman, I guess we 

have made a lot of noise here today. I do not think that we 
j have raised any issue that will not be raised by this very 
independent counsel. 

The fact that our colleagues have raised them 
j a 9*in I am sure will lead the independent counsel to look 

I even harder at these issues. But to me, what is important 
for the American people to know is that after the biggest 
. financial disaster in history we are getting on our feet. 

We do noc see these S&Ls going under. 

We have in the Senate extended the statute of 

! 

limitations I am happy to say. I voted to do it twice, 
j Some others voted to do it once. I am glad it got done. 

| So we can look at many more of these issues that 

, are unresolved, because we want to make sure we go after the 
j bad people. 

I am very convinced that as we have learned today 
j through the Chairman, by looking at the scope that this 
j independent counsel has in front of him, that every single 
j question that was raised here is going to be answered. 

» Frankly, I think the American people know that, 

Mr. Chairman. That is why when the polls are taken day 
after day, after more and more stamping cf feet, they still 
, aa Y» yes, I know that is being looked at, and that is okay. 
They are more interested in the bread and butter of their 
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1 lives, getting 330 s which they are getting more of under 

2 this Administration, ana seeing the deficit go down which 

3 they are getting under this Administration, seeing interest 

4 rates remain relatively low which they are seeing because of 

5 deficit reduction, and they are seeing opportunity again. 

6 Now there are those that try to distract from 

7 this. That is a political game. But I think there are 

8 enough of us here today that called it in that fashion, and 

9 I thank you, Mr. Chairman, for your great patience today. 

10 The Chairman. Thank you, Senator Boxer. 

11 Thank the witnesses. 

12 The Committee stands in recess. 

13 (Whereupon, at 2:30 p.m. , the Committee was 

14 recessed, subject to the call of the Chair.) 
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statement by 

Representative James X. Leach 
before the 

U. 8. House of Representatives 
March 24, 1994 


Mr. Speaker, I rise to a point of personal privilege of the House. 

In rising to this point of privilege, I wish to express concern 
about the breakdown of comity that has occurred on a personal and 
procedural level in the House Banking Committee. 

On a personal level unfortunate adjectives have been used; on a 
procedural level unprecedented tactics have been employed. 

I don't wish to dwell on the personal, except to stress my high 
regard for the Chairman of the Banking Committee and to , suggest 
that, as the theologian Re inhold Niebuhr once observed, the temper 
and integrity of the political debate is more important in our kind 
of democracy than the outcome of any issue. 

Motivational aspersions are no substitute for full disclosure; 
indignation no substitute for pursuit of truth. 

Members of the Majority may be speaking the truth when they indicate 
they have no evidence of a link between the failure of an Arkansas 
S&L and Whitewater and that they know of no improprieties at issue. 
But it should be understood that not speaking an untruth is not the 
same as describing a truthful situation, particularly if there has 
been no serious effort to pursue the truth. 

Constitutionally it is the duty of Congress to oversee breaches of 
lav or public ethics in the Executive Branch. During the 12 years 
of the so-called "divided government" of the Reagan/Bush era, the 
Legislative Branch took its Constitutionally-mandated oversight 
function seriously, as witnessed by the expansion in the size of its 
staff and the number of investigations undertaken. 

Nov both the Executive and the Legislative Branches of government 
are controlled by the same political party. The oversight mandate 
thus falls disproportionately upon the Ranking Members of the 
respective Committees for those areas of the Executive Branch over 
which they have jurisdiction. Not to assume leadership in 
performing the oversight function with regard to the way in which 
the financial institutions of this country are managed and regulated 
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would be to violate my oath to "support and defend the Constitution 
of the United States . . .and . . .well and faithfully discharge the 
duties of the office." 

If the majority party refuses to uphold its responsibilities because 
of political embarrassment to its party's top elected official, the 
minority party is left with the choice either of joining in a 
complicity of silence or pursuing investigations that run the danger 
of being partisan. 

In this context, I would simply emphasize that I raised the 
Whitewater issue with great reluctance, realizing the import as well 
as the power of the Presidency. I fully understand the political 
and personal liabilities involved. Nonetheless, I feel it would be 
inconsistent, indeed, hypocritical, to my own values, if I refused 
to pursue a line of inquiry potentially embarrassing to the 
President of a country which from its inception was intended to be 
hallmarked by law and its applicability to all citizens. It is, 
after all, the establishment of a government of laws, not men, that 
defines the uniqueness of the American experiment with democracy. 

Procedurally, it should be noted that the Minority is currently 
engaged in one of the most profound checks and balances 
philosophical engagements with the Executive branch in the modem 
history of the Congress. This engagement carries far greater 
implications than any judgement relating to a particular 
embarrassment of a particular public official at a particular time 
because at issue is precedent: whether in future circumstances the 

oversight capacities of Congress can be thwarted if the Majority 
party of Congress is the same as that in control of the Executive 
branch and chooses to refrain from its oversight obligations in 
order not to embarrass its party's standings. 

It is possible that the Constitutional precedent for our checks and 
balances system surrounding the refusal of the Administration to 
cooperate with an oversight probe of the Executive branch which the 
majority party does not sanction may have more long-term negative 
consequences than any episodic embarrassment that might relate to 
this or any President's past. What is at issue is the definition of 
Congress as it applies to the Constitutionally granted oversight 
responsibilities of the legislature. In our checks and balances 
system. Congress was given oversight responsibilities, but this 
Administration is suggesting in response to minority requests for 
documentation from Executive agencies that only Chairmen speak for 
Congress. The minority in Congress, by this logic, has no power to 
advance or fulfill its Constitutional rights if the majority does 
not concur in request for information. If such precedent is allowed 
to stand, Congress's oversight capacities will for all practical 
purposes be hamstrung whenever the Executive and Legislative 
branches of government are controlled by the same party. Would our 
founding fathers have had this in mind? 
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In this connection, on December 9, 1993, as Ranking Member of the 
Banking Committee, I wrote federal regulatory agencies to request 
certain documents of an oversight interest (Example, Tab A) • In a 
follow-up letter I pointed out, as the courts have noted, N The 
Congress rarely acts as a body. Its manifold duties in the 
legislative, investigative, and oversight fields are almost 
invariably carried out through committees, committee chairmen, 
individual members, and staff personnel ." Murphy v. Department of 
Army . 613 F .2d 1151, 1156 (1979). In addition, the court stated: 

"The Senate and the House are so organized that certain 
legislative and quasi-legislative activities may be 
accomplished only through committee action. In other respects, 
however, the legislature acts through its individual Members. 
All Members have a constitutionally recognized status entitling 
them to share in general congressional powers and 
responsibilities, many of them requiring access to executive 
information. It would be an inappropriate intrusion into the 
legislative sphere for the courts to decide without 
congressional direction that, for example, only the chairman of 
a committee shall be regarded as the official voice of the 
Congress for purposes of receiving such information, as 
distinguished from its ranking minority member, or other 
committee members, or other members of Congress. Each of them 
participates in the law-making process; each has a voice and a 
vote in that process; and each is entitled to request such 
information from the executive agencies as will enable him to 
carry out the responsibilities of a legislator. " 

Agency heads responded that a Ranking Member only has the authority 
of an individual Member of Congress and, therefore, may only obtain 
information that would be available to the public pursuant to the 
Freedom of Information Act. In addition, the Office of Thrift 
Supervision asserted that it differs N with the view that Rules X and 
XI of the House of Representatives grant to a ranking minority 
member (or any individual member) the same authority to request 
information that a committee chairman possesses.” In short, the 
agencies contend that only Chairmen, not Ranking Members, speak for 
Congress • 

Subsequently, on March 8, 1994, I wrote requesting information for 
the Banking Committee's upcoming RTC oversight hearing (Tab B) • 
Agency heads again responded by holding to the position that only 
the Chairman of a Committee would be permitted access to agency 
documents • 

In this dispute about' who is entitled to speak for Congress in the 
context of Congress' right and obligation under Article I of the 
Constitution to conduct oversight of the Executive branch, the 
Chairman of the Banking Committee, in what may have been an effort 
to bolster the Executive's position, wrote agency heads on March 10, 
1994, to suggest that they deny my document request and wrote 
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separately on March 14, 1994, to state that they need not answer 
questions concerning Madison Guaranty Savings and Loan at the 
scheduled hearings. (Tab C and D) . The Chairman's letter contained 
an implicit and unprecedented philosophical assertion that not only 
does a Chairman have the exclusive right to obtain oversight 
documents from the Executive branch, but the right to deny such 
documentation to other Members and the right even to deny inquiries 
about issues clearly germane to the subject of hearings. 

So that there is no misunderstanding, the RTC Oversight hearing was 
scheduled under requirement of law, Section 21A(k) (6) of the Federal 
Home Loan Bank Act (12 U.S.C. §1441a(k) (6) ) , and there is no 
provision in that law for exceptions to Congressional oversight that 
relate to a single state and its institutions. The U.S. Congress 
wrote a law applicable to all 50 states, not 49, and the oversight 
of our laws applies throughout this country. Just as in America no 
individual is above the law, no state is beyond its reach. Just as 
no individual is entitled to violate the law out of ignorance of it, 
no person, even the Chairman of a Congressional Committee, is 
entitled after the fact to be sole interpreter of a law's meaning or 
serve as a censor to another Member's inquiries. Indeed, no Member 
of Congress has the right or power to deny relevant information to 
another Member. 

In addition to the Federal Home Loan Bank Act, the Committee's role 
in oversight is buttressed by the House Rules as modified under the 
Legislative Reorganization Act of 1970. I refer to paragraph 
2 of House Rule X providing for the Committee's "General Oversight 
Responsibilities" which states: 

"(b)(1) Each standing committee ... shall review 
and study, on a continuing basis, the 
application, administration, execution, and 
effectiveness of those laws, or parts of laws, 
the subject matter of which is within the 
jurisdiction of that committee and the 
organization and operation of the Federal 
agencies and entities having responsibilities in 
or for the administration and execution thereof, 
in order to determine whether such laws and the 
programs thereunder are being implemented and 
carried out in accordance with the intent of the 
congress and whether such programs should be 
continued, curtailed, or eliminated." 

Separate procedural rules may apply to an investigative hearing, but 
such rules do not apply in this case. The statutorily mandated RTC 
hearing is an oversight hearing in accordance with Rule X. Any 
reliance on investigative hearing procedures to deny information to 
Committee Members is misplaced. Any information requests or 
questions by Members related in any manner to RTC operations are 
authorized under the Committee's oversight authority. It is also 


15555 


4 



3133 


expected that in answering questions witnesses have the obligation 
either to assert appropriate privileges or fully respond with 
answers to the questions ( See , 2 U.S.C. §192, Sinclair v. United 
states . 279 U.S. 263 (1929)) and such answers shall be truthful, 
f see . 18 U.S.C. §1001, U.S. v. Poindexter . 951 F.2d 369 (D.C. Cir. 
1991)) . 

Moreover, the precedent of the Banking Committee is clear with 
respect to the relevance of specific questions on specific 
institutions. On numerous occasions at past RTC oversight hearings, 
questions related to individual institutions have been asked by 
Committee Members, including the Chairman, and answered by 
witnesses. In fact, the Committee's invitation letter of March 3, 
1994, to Treasury Secretary Bentsen for purposes of the RTC 
oversight hearing, seeks testimony and documents related to a 
specific institution, Homefed Savings. Of relevance also is the 
following statement last week of the Chairman of the Senate Banking 
Committee: 

So we have had now over the years since 1989, a very long 
series of regular oversight hearings where we call in the 
officials responsible for implementing that law to find out 
exactly how it is working and if there is a need to change any 
particular part of it. Is it working the way it was designed 
to work? Have we corrected all the abuses? We were so 
concerned about that issue that, in fact, we built into that 
1989 law a requirement that there has to be a hearing here in 
Congress every 6 months on how that cleanup effort is doing and 
how that law is being implemented. Within the text of that 
part of the law we went so far as to say that any institutions 
that failed in that time period, in the mid-1980's, that if any 
Senator on the committee wanted to come in and ask questions 
about that particular institution, that they had a right in law 
to do so. We did not foresee the Madison case at that time, 
but it applies precisely to the Madison case and every other 
case out of that time period. ( Cong. Rec. S3153, March 17, 
1997) . 

To the degree the Chairman's letters are open to an interpretation 
that would imply the possibility that they have been requested by 
the Administration to bolster its efforts to deny information to the 
Congress and thereby the public, at issue would be a collusive 
effort by the Majority party in the Congress to aid and abet the 
Executive branch in its concerted effort to deny disclosure of 
information related to legitimate Congressional oversight. 

In this regard, a letter recently copied to Rep. William Clinger, 
Ranking Member of the Government Operations Committee, evidences a 
comparable approach in another committee of Congress (Tab E) • 

It is the Minority's position that Executive branch witnesses must 
address their obligations to respond to legitimate oversight 
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requests and legitimate inquiries on the subject of hearings as 
required by the lav and the Constitution, not in conjunction with 
any arbitrary desire of a Chairman to deny discussion on a subject 
the Executive branch would rather not forthcomingly address. The 
Minority party, has a baseline assumption that officials of the U.S. 
government will comply with the law and, when appearing before a 
committee of Congress, abide by the Code of Government Ethics for 
Federal employees to "Uphold the Constitution, laws, and regulations 
of the United States and all governments therein and never be party 
to their evasion." (Pub. L. No. 96-303, July 3, 1980, 94 Stat. 855) 

The constitutionally-derived obligation of oversight cannot be 
short-circuited at the whim of the Congressional majority. It is 
just as much the duty of the minority party, as the majority. 

Indeed, in real life circumstance as evidenced in this particular 
incident, oversight may in practice imply a greater obligation on 
the party out of power than the party in control of the Executive 
branch . 

Hodding Carter, the distinguished journalist from Mississippi, 
recently noted that Southerners of virtually all philosophical 
stripes recognized a little or a lot of truth in certain Northern 
concerns about discrimination that existed in the South in the 
heyday of civil rights activism. But with understandable resentment 
all felt that Northerners had a duty to look a little more 
assiduously in their own backyards. In this probe of Whitewater, I 
believe an outsider might conclude that the single party 
concentration of political power in Arkansas may be in need of 
review that the shadow of Lyndon Johnson and Huey Long may have been 
cast to greatly on a former governor ship. But as a Northerner, I 
am obligated to note that my primary responsibility is my backyard, 
in this case the body to which I am elected to serve. While I 
believe it would be unfair to suggest that one of America's great 
political parties is more honest than the other, I believe the 
concerted effort to avoid accountability and full disclosure in the 
Whitewater incident, and the unfortunate institutional precedents in 
process of being established, reflect attitudes more associated with 
single party governance of closed than open societies. Competition 
is the American way. When single party dominance is long and deep, 
arrogance associated with power creeps incontestably into the 
system. Whitewater, in the end, may tell more about Congress than 
the Executive branch. 

In this context, the Minority raised concerns about the manner in 
which the RTC Oversight hearing scheduled this week might have been 
conducted. Nevertheless, the Minority was disappointed the hearing 
was abruptly postponed. 

Postponement of the hearing by the Majority raises, above anything 
else, the issue of compliance with the law. Compliance with the law 
is not a matter of convenience or discretion. The Majority party 
has no prerogative to avoid capriciously its legal obligations. 
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Hearings mandated by statute were to have occurred by December 3, 
1993 • It is a statutory obligation of the Majority in the 
Legislative Branch to conduct on a timely basis RTC oversight; it is 
the statutory obligation of the Executive to cooperate with Congress 
and comply with its legal responsibilities. 

The negotiations this week between leaders of the House which led to 
the passage of a bipartisan resolution expressing the sense of the 
House as to the need to hold bipartisan hearings are promising. The 
subsequent statements by the Speaker that these discussions were of 
the "possibility of hearings, not a concession that hearings are not 
necessarily going to take place," is disappointing. The Majority 
has an obligation to ensure that the decision to postpone 
indefinitely RTC hearings does not amount to yet another example of 
Congress not applying the law to itself. 

With regard to a possible hearing, let me stress the Minority has 
offered to cooperate fully with the Special Counsel. We have 
transferred substantial information to his office. We have given 
him our proposed witness list and offered to support a delay in the 
day of hearings provided under House rules to the Minority to allow 
him a chance to depose witnesses first. For his part, the Special 
Counsel, in a meeting on March 17, 1994, with the Minority, said 
that he would not impede in any manner Executive Branch testimony 
and that he would not stand in the way of an RTC oversight hearing. 
Mr. Fiske also stated that he did not object to the disclosure of 
copies of documents to Congress, other than White House documents. 
The existence of a Special Counsel appointed in the Madison case 
cannot be used as a rationale to avoid providing RTC oversight 
information to Congress. 

Congress and prosecuting attorneys have differentiated roles, but 
they are by no means incompatible. In fact, they are generally 
complementary. Indeed, in the Banking Committee hearings over the 
past decade on institutions such as Lincoln (Charles Keating) and 
Silverado (Neil Bush) the Justice Department had tandem 
investigations underway. Hearings almost always reveal knowledge 
and perspective that is helpful to prosecutors. It was, after all. 
Senator Ervin's committee that revealed the existence of the 
Watergate tapes and it was the recent Senate hearing that revealed 
improper contacts between Executive Branch agencies and the White 
House. The major recent exception where a prosecutor was undercut 
by Congress involved excessive zeal to embarrass Presidents Reagan 
and Bush that caused a committee to offer immunity to certain 
witnesses in the Iran Contra probe. But the more general proposition 
is that constraining a Congressional inquiry has the effect of 
reducing knowledge, thus reducing prosecutorial discretion. 

Mr. Speaker, in a country in which process is our most important 
product, it is the belief of this Member that the precedents 
established in this investigation are more important than the 
investigation itself. Nevertheless, I come to the floor this 
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afternoon to present to the attention of the House and the American 
people some findings, with supporting documentation > the Minority 
has uncovered in its ongoing investigation of the Whitewater/Madison 
affair. 

Accordingly, I would like to review in both a perspective and 
information dispensing sense the Madison/ Whitewater issue and divide 
the remainder of my discussion in two categories: what happened and 

how the Administration has responded. 

On the landscape of political scandals Whitewater may be a bump, but 
it speaks mountains about me-generation public ethics as well as 
single party control of certain states and the U.S. Congress. 

In a nutshell, Whitewater is about the arrogance of power — 
Machiavellian machinations of single-party government. It all began 
in the late 1970s when a budding S&L owner named James McDougal 
formed a 50-50 real estate venture with a young politician, the then 
Attorney General of Arkansas Bill Clinton. In this venture called 
Whitewater, the S&L owner and S&L affiliated entities provided 
virtually all, perhaps all, the money; the govemor-in-the-making 
provided his name. 

Over the years, the company received infusions of cash from the S&L 
as well as from a small business investment corporation which 
diverted, allegedly at the Governor's request, federally-guaranteed 
funds from a program designed for socially and economically 
disadvantaged people to the Governor's partners and thence, in part, 
to Whitewater. 

Some of these funds were used to pay off personal and campaign 
liabilities of the Governor; some to purchase a tract of land from a 
company to which tha state had just given a significant tax break. 
Whitewater records have apparently been largely lost. A review of 
the numerous land transactions, however, raises questions of what 
happened to the money that came into the company and a review of the 
President's tax records raises questions about tax deductions that 
were taken and income that may not have been declared. 

Under the governorship of Bill Clinton, Jim McDougal was named a 
Gubernatorial aide to serve principally as liaison to the Economic 
Development, Commerce, and Highway and Transportation Departments; 
the first lady of Arkansas was hired to represent the S&L before 
state regulators; the president of the S&L was placed on the state 
S&L commission; an attorney who represented the S&L was named the 
state S&L regulator; the S&L received rent from state agencies; 
Whitewater had roads constructed using a state agency program and 
state funds; and the S&L was allowed to operate, despite being 
insolvent for an extended period, providing millions in loans and 
investment dollars to insiders and the Arkansas political 
establ ishment . 
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Under the governorship of Bill Clinton, the S&L was allowed to grow 
25-fold until federal regulators forced its closing, at which time 
taxpayers picked up the tab for losses that amounted to 
approximately 50 percent of the institution's deposit base. 

Under the Governorship of Bill Clinton, the total number of state 
chartered savings associations declined dramatically. Over the 
period December 1979 to December 1992, the number of stock state 
chartered thrifts in Arkansas declined from thirty-three, with 
assets of $961,002,000 to three, with assets of $146,072,000. 

Viewed another way, the amount of assets available to support home 
mortgage lending for the people of Arkansas declined. 

The story of Whitewater is thus part and parcel the story of the 
greatest domestic policy mistake of the century — the quarter 
trillion dollar S&L debacle. It is the story of a company which in 
one sense was a simple real estate development venture, but in 
another was a vehicle used to spirit federally insured deposits from 
an S&L and compromise a significant political figure. 

In the largest series of bank robberies in history, which 
precipitated an industry bailout larger than the taxpayers provided 
Lockheed, Chrysler and New York City times a factor of ten, it is 
fair to ask: "What happened? Who is responsible?" 

An answer to these inquiries requires an understanding that those 
accountable are not only a few negligent and corrupt S&L owners, but 
attorneys, accountants, state and federal legislators, regulators 
and assorted public officials. As wide-ranging as the 
responsibility is, however, it is a mistake to be so glassy-eyed as 
not to seek lessons for the future through a demand for individual 
accountability for breaches of law and ethics in the past. 

Macro-economics aside, public responsibility for the S&L debacle is 
of a tripod nature, involving: 1) the conflict-ridden role of 
Congress in passing loose laws; 2) the ideological mistake of the 
Reagan Administration in urging deregulation in an industry which 
requires responsible standards; and 3) the culpability of a small 
number of state governments, such as in California, Texas, Louisiana 
and Arkansas, which failed to rein in high flying state-chartered, 
state regulated institutions, which because of the federal nature of 
deposit insurance, precipitated a massive transfer of wealth from 
states with responsible governments to those without. 

In Arkansas it is impressive how the federal government was 
obligated to close more than 80 percent of state-chartered S&Ls in 
the 1980s and how large taxpayer losses were in relation to the 
state's S&L deposit base. The failure of the Clinton Administration 
in Little Rock to fulfill its responsibility to police state 
financial institutions had the effect of increasing tax burdens on 
citizens of Arkansas as well as other states. 
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While taxpayers at the national level were forced to pick up the tab 
for the mistakes of politicians in whose elections they could not 
vote, citizens in states like Arkansas were doubly shortchanged. 

Not only did they have to share in eventual bail out costs, but when 
their home based financial institutions frittered away the hard 
earned deposit savings of their state to insiders, fewer resources 
were made available to potential home owners and minority 
entrepreneurs . 

What the Keating-5 scandal was all about was the attempt of an S&L 
owner to compromise through political contributions significant 
political players, in this case five senators, to influence 
regulators to keep an insolvent, corruptly-run, institution from 
being closed. What makes Governor Clinton's involvement with a 
company which helped breach the vaults of an Arkansas S&L 
philosophically at least equal to, but in reality more troubling 
than the Keating model is that not only did the institution's 
management organize conflict-ridden fund raising endeavors for the 
key politician in the state, but through Whitewater it put the 
Governor in a compromising personal finance position as well. 

What is extraordinary is the hypocrisy of the circumstance. The 
following 1991 announcement statement of Governor Clinton speaks for 
itself: 

"For twelve years of this Reagan-Bush era, the Republicans have 
let S&L crooks and self-serving CEO's try to build an economy 
out of paper and perks instead of people and products. They 
stack the deck in favor of their friends at the top and tell 
everybody else to wait for whatever trickles down." 

Despite the rhetoric it is remarkable how time after time in the 
1980s, alleged defenders of the little guy in American politics 
found themselves advancing the interests of a small number of owners 
of financial institutions which were run as private piggy banks for 
insiders. The intertwining of greed and ambition turned democratic 
values upside down. 

In our kind of democracy ends simply don't justify means. Just as a 
conservative, who may despise government, has no ethical right not 
to pay taxes, a liberal has no ethical basis to put the public's 
money in his own or his campaign's pocket just because he may have 
the arrogance to believe he is advancing a political creed that is 
in the public's interest. 

Why does all this matter? 

Here, it would perhaps be appropriate to paraphrase the great 
Illinois Senator, Ev Dirksen: a few thousand here and a few 

thousand there and pretty soon it adds up to a real scandal. Put 
another way, an ethical lapse here and an ethical lapse there and 
pretty soon it adds up to a character deficit. 
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I have never known anyone in public life better able to put 
embarrassing episodes behind him than Bill Clinton. Accordingly, I 
couldn't have been more surprised by the discombobulation of the 
Administration at the minority's restrained request last November 
for hearings and full disclosure. 

As in most serious public scandals, cover-ups can prove as troubling 
as acts at their source. 

Much press attention has centered in recent weeks on the revelations 
of improper contact between employees of independent federal 
agencies and the White House. The question of whether a "heads up" 
was appropriate is of significance. More so, is whether the line 
between a "heads up" and "cover-up" was crossed. 

By background, for several years a group of criminal investigators 
for the RTC in Kansas City reviewed the failure of Madison Guaranty 
Savings and Loan in Little Rock and came to the conclusion criminal 
referrals were appropriate. In the last week of September 1993, 
they sent copies of their referrals to Washington. Within a few 
days of receipt of the referrals from the Kansas City office, RTC 
Washington officials visited the White House. Within a few weeks, 
in an unprecedented change of procedure, Washington demanded to 
review all Madison referrals. Within a few months, a senior Kansas 
City criminal investigator was removed from the case. Within a few 
more months, officials from RTC Washington visited Kansas City to 
pass on the determined message that senior RTC officials in 
Washington wanted it understood that they wished to claim Whitewater 
was not responsible for any losses at Madison. 

Courageously, Kansas City investigators refused to allow Washington 
RTC objections to change the content of the referrals they sent in 
the second week of October 1993 to the Justice Department. 

Courageously, Kansas City investigators refused to back the 
Washington position that Madison's losses were unrelated to 
Whitewater and pointed out to their superiors that in one intensely 
reviewed six month period alone approximately $70,000 was 
transferred from Madison and Madison affiliated companies to 
Whitewater. 

Courageously, Kansas City investigators have sought whistleblower 
protection rather than comply with the Washington RTC gag order that 
no one from Kansas City could speak with Special Counsel Fiske 
without clearance through and accompaniment of Washington RTC 
officials. 

The briefing of the White House by high ranking Department of 
Treasury and RTC employees must be understood in the context of the 
development and transmittal to the Justice Department of these 
referrals and in the context of the possibility Kansas City was in 
the process of developing further referrals. 
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There are many elements of the Whitewater affair that are a bit 
esoteric. But the revelations that U. S. government officials 
briefed key White House aides on potential legal actions which 
independent regulatory agencies might be obligated to take 
implicating but not charging the President and First Lady subvert 
one of the fundamental premises of American democracy — that this 
is a country of laws and not men. 

In America no individual, whatever his or her rank, is privileged in 
the eyes of the law. No public official has the right to influence 
possible legal actions against him or herself. For this reason 
agencies of the government as well as the White House have precise 
rules that govern their employees. 

The following standards (31 CFR SO. 735-30) apply to the Department 
of Treasury: 

"An employee should avoid any action ... which might result in, 
or create the appearance of ... 

(2) Giving preferential treatment to any person; ... 

(4) Losing complete independence or impartiality; 

(5) Making a Government decision outside official channels; 
or 

(6) Affecting adversely the confidence of the public in the 
integrity of the Government." 

Similarly, the following standards contained in 12 CFR S 1605.7 
apply to RTC employees: 

"No employees shall engage in any action, which might result 
in, or create the appearance of ... 

(b) giving preferential treatment to any person; ... 

(d) losing complete independence or impartiality; 

(e) making an RTC decision outside official channels; or, 

(f) adversely affecting the public's confidence in the 
integrity of the RTC." 

Likewise, the following standards apply to the White House (3 CFR 
$100,735-4): 

"In all circumstances employees shall conduct themselves so as 
to exemplify the highest standards of integrity. An employee 
shall avoid any action, whether or not specifically prohibited 
by this subpart, which might result in, or create the 
appearance of: 

(1) Using public office for private gain; 

(2) Giving preferential treatment to any person; ... 

(4) Losing complete independence or impartiality; 

(5) Making a Government decision outside official 
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channels; or 

(6) Affecting adversely the confidence of the public in 
the integrity of the Government. H 


Perhaps laws have not been broken, but seldom have the public and 
private ethics of professionals in the White House and Executive 
Departments and branch agencies been so thoroughly devalued. 

The point of all this is that there is a disjunction in this 
Administration between public policy and private ethics. Americans 
abhor privilege? hypocrisy gnaws at the American soul; it leaves a 
dispiriting residue of resentment. 


What is also extraordinary is the absence of simple truth. 


Administration Claim: 
Fact: 


Administration claim s 
Fact: 


Whitewater caused no losses to Madison. 

As reflected in the minority-developed 
charts and evidenced by supporting 
documentation, Madison and affiliated 
companies transferred significant resources 
to Whitewater. In addition to being a 
modest sized real estate company, with a 
cash flow derived from land sales, 
Whitewater appears to be one of a dozen so 
companies with direct or indirect access to 
Madison and its taxpayer guaranteed 
deposits. 

The Clintons lost money in Whitewater. 

To have lost money in Whitewater implies 
that the Clintons invested sums which were 
unrecovered. Their Whitewater partner, 

James McDougal, claims at most the Clintons 
over the years put in $13,500 in 
Whitewater. The Minority has provided 
evidence that one land transaction alone 
returned more than this amount to the 
Clintons and published reports indicate tax 
deductions of some value were taken. The 
Lyons report, as well as a review of land 
sales, indicates substantial sums were 
taken out of Whitewater over the years. It 
is not clear how disbursements were 
arranged. What is clear is that infusions 
of capital from land sales, from Madison 
affiliated entities and possibly from 
others appear to have covered loans the 
company and the Clintons took out. The 
company may have had a negative value when 
the Clintons sold their half interest in 
1992, but that neither means the Clintons 
themselves lost money, nor that questions 
ought not be asked about how direct or 
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Administration claim: 
Fact: 

Administration claim: 
Fact: 


Fact: 

Fact: 


Fact: 


Fact: 


contingent liabilities may have been 
disposed of as late as 199,2 . 

The President and his staff would fully 
cooperate with Congress. 

The Executive branch is actively working to 
prevent full disclosure of documents and 
committee access to witnesses. 

It has done nothing wrong in relation to 
the RTC investigation into the failure of 
Madison and is fully cooperating with 
Special Counsel Fiske's probe. 

Officials of an independent regulatory 
agency (the RTC) immediately notified the 
White House of the probe of Madison by its 
Kansas City office and attempted to put in 
place procedural techniques to undercut the 
traditional independence of its regional 
offices. 

In January, 199^ RTC Washington met with 
Kansas City staff. After the meeting the 
Kansas City office filed a formal complaint 
with Washington RTC. 

On February 2, 1994, the day Roger Altman 
briefed the White House on Madison 
Guaranty, RTC Senior Attorney, April 
Breslaw visited the Kansas City office and 
said that Washington would like to say that 
Whitewater caused no losses to Madison. 
Kansas City employees protested that this 
was not the case. 

On September 29, 1993, before the new 
criminal referrals were sent to the Justice 
Department, Treasury General Counsel Jean 
Hanson briefed White House Counsel on them. 
Nine days after the meeting, the referrals 
were sent to the Justice Department. On 
October 14, Jean Hanson with Secretary 
Bentsen's Press Secretary and Chief of 
Staff met with Presidential Advisors 
ostensibly to discuss press inquiries 
related to Madison Guaranty. 

On February 2, right after the appointment 
of Special Counsel Robert Fiske, Roger 
Altman gave the White House a "heads up" 
briefing on Madison. At the Senate 
Oversight Board hearing, Roger Altman 
revealed his February 2 meeting, but no 
others. Several days later, the September 
and October White House briefings were 
revealed. On March 9, the Washington Post 
reported that there were numerous other 
contacts between the Treasury and the White 
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House on Madison. After subpoenas are 
issued it is revealed that there are over 
3,500 pages of documentation surrounding 
these contacts which the White House terms 
as inconsequential. 

Fact: After the appointment of Special Counsel 

Fiske, Washington RTC officials imposed 
censorship guidelines on Kansas City RTC 
employees. No discussion with Fiske could 
be made without going through Washington. 

No meetings between Kansas City office and 
Fiske could take place without 
accompaniment of Washington officials. No 
materials could be forwarded without going 
through Washington. All information 
concerning attorney-client privilege was to 
be redacted, with Washington RTC 
determining the scope. 

Administration Claim: No fundraising improprieties occurred. 

Fact: On April 4, 1985, Jim McDougal hosted a 

fundraiser for Governor Clinton. The 
Clinton's repeatedly asked McDougal to host 
the fundraiser to pay off the $50,000 
personal loan that Clinton had taken out in 
the final weeks of his 1984 campaign. The 
question at issue is whether some of the 
money appears to have been diverted from 
Madison Guaranty, which would then, with 
the failure of Madison, imply deferred 
federal financing of a gubernatorial 
election. For example, one cashier's check 
for $3,000 was made in the name of Charles 
Peacook III, then a 24-year-old college 
student who disclaims any knowledge of 
having made a contribution. Mr. Peacock's 
father was a major Madison borrower and 
served at one time on Madison's board. 

Other checks that the RTC is reviewing 
include a $3,000 check from the late Dean 
Landrum, an employee of Charles Peacock, 
and one from Susan McDougal. In the former 
Governor's defense, candidates are not 
always in a position to verify their 
campaign contributions. 

Mr. Speaker, the President's former partner, Jim McDougal in a 
number of occasions has contested the assertion that no resources 
were taken from Madison Guaranty and its related entities and given 
to Whitewater. In an AP story on February 4, 1994 and on the David 
Brinkley Show on March 13, 1994 he specifically raised concerns that 
Madison Marketing was not owned by Madison Guaranty, but was instead 
a sole proprietorship owned by his former wife. He has cited 
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documents filed with the Arkansas Secretary of State's office to 
buttress his claim. 

Mr. McDougal apparently believes there are subtleties about the 
nature of Madison Marketing that need clarification. Mr. McDougal 
gives great credence to the circumstance that at some point Madison 
Marketing may have been operating as an intended proprietorship of 
his wife, but, whether this is true, this appears to be a 
distinction without a difference, form over substance. The 
overwhelming perspective as contained in the 1986 Federal Home Loan 
Bank Board Report of Examination is that all Madison Marketing 
resources were derived from Madison Guaranty or its subsidiaries. 

Any money transferred to Whitewater from Madison Marketing would 
thus have had as its source the S&L. The 1986 FHLBB exam, upon 
which the earlier staff memo on this subject was based, states: 

"A. Objectionable Conflicts of Interest 

Conflicts of interest involving James McDougal, Susan McDougal, 
and William Henley have been detrimental to the safety and 
soundness of the Institution. These individuals are in control 
of the Institution (Madison Guaranty) through their stock 
ownership. James McDougal owns 63.5% of the outstanding 
Madison shares. His wife, Susan McDougal, owns 12.6%, and her 
brother, William Henley owns 8.5%. In addition to his 
ownership control, Mr. McDougal, as President of the 
Institution's subsidiary (Madison Financial), has complete 
control of the land development projects discussed in comment 

B. This control enabled Mr. McDougal to structure the 
development and financing of the projects so that substantial 
cash payments could be diverted to himself, Susan McDougal, 
William Henley and others. These payments have directly 
benefited these individuals, but Madison Guaranty has received 
little or nothing in return. Though they have been structured 
to avoid specific Insurance Regulations, these payments are 
contrary to the general policy of the FHLBB concerning 
conflicts of interest as stated in Insurance Regulation 571.9 
and FHLBB Memorandum R-19a. 

Many of these payments have been funneled through business 
entities which are owned or controlled by the McDougals, 
employees, relatives of employees, or close friends of the 
McDougals and Henley. . • • 

2. Madiaan .. Marketing 

Madison Marketing is paid for doing all the general advertising 
for Madison Guaranty and most of the advertising for Madison 
Financial's land development projects. All of Madison 
Marketing's business is derived from Madison Guaranty or its 
subsidiaries. Since 1983 these payments total $1,532,000. . . 
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Given the evidence of Madison Marketing's invoices, it is 
questionable how much of these advertising services are 
actually performed by the firm. The actual work of 
advertising, such as the design and production of commercials 
and providing air time or newspaper space, appears to be 
performed by others. Madison Marketing apparently just pays 
the bills of other providers and adds a 15% fee of its own. 
Examiners estimated this fee to be approximately $200,000 since 
1983. It would appear that Madison Guaranty could have an 
employee perform similar work for much less money. 

Mr. Latham stated that Madison Marketing made no payments to 
any stockholders. This statement is false. As a part of a 
test for such payments, the examiners discovered two 
remittances from Madison Marketing to Susan McDougal which 
total $50,000. This was a test, and there may be additional 
payments.” 

Mr. McDougal apparently believes Madison Marketing should be 
understood simply as a sole proprietorship of his wife with no ties 
to the S&L. This view is in discordance with that of the United 
States Government, as indicated by the FHLBB report cited above; it 
is also in discordance with a contemporaneous view of the legal 
situation as defined and described by Mr. McDougal in a July 1, 1986 
memorandum from him to Madison Guaranty's President, Mr. John 
Latham. In this memorandum, which is a copy of an original Madison 
document in the possession of the RTC and the minority of the House 
Banking Committee, Mr. McDougal asserts: 

In late January, 1985, Mrs. McDougal permitted Madison 
Marketing to become a subsidiary of Madison Financial 
Corporation. 

In addition, Mr. Jeff Gerth of The New York Times has reported on 
March 8, 1992, an earlier instance in which Madison Marketing 
transferred resources to Whitewater. Mr. Gerth reported: 

Whitewater's check ledger shows that Whitewater's account at 
Madison was overdrawn in 1984, when the corporation was making 
payments on the Clinton's loan. Money was deposited to make up 
the shortage from Madison Marketing, an affiliate of the 
savings and loan that derived its revenues from the 
institution, records also show. 

In addition, David Hale and his attorney Randy Coleman have asserted 
in recent days that it was proceeds of an $825,000 Madison loan that 
was used to leverage SBA funds and to make the $300,000 loan to 
Susan McDougal, of which $110,000 was deposited to Whitewater. 

This evidentiary material coupled with the April 17, 1985 Minutes of 
Madison Financial's board authorizing a transfer of $30,000 froa 
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Madison Financial to Whitewater, the memo of L. Jean Lewis of the 
Kansas City RTC office showing over a six month period reviewed that 
approximately $70,000 was transferred from Madison or affiliated 
entities to Whitewater, plus other more confidential RTC material in 
our possession indicates there is every credible reason to believe 
that Madison Guaranty through affiliated entities did transfer money 
to Whitewater. 

Furthermore, records filed with the Arkansas Secretary of State's 
office show that Mr. McDougal, as president of Madison Financial 
Corporation (a subsidiary of Madison Guaranty) on July 26, 1986 
filed an application for registration of fictitious name. The 
application was for Madison Financial to do business as "Madison 
Marketing." This document does not represent incorporation papers. 
This application appears to be in response to the 1986 Federal Home 
Loan Bank exam which noted that with regard to Madison Marketing and 
Madison Real Estate, Madison Financial had "not registered as a 
'd/b/a' in the County records." 

The effect of this statement with its supporting documentation is to 
evidence that: 

1) Whitewater may have begun as a legitimate real estate 
venture but it came to be used to skim, directly or indirectly, 
federally insured deposits from an S&L and a Small Business 
Investment Corporation. When each failed, the U.S. taxpayer became 
obligated to pick up the tab; 

2) The family of the former Governor of Arkansas received value 
from Whitewater in excess of resources invested; 

3) Taxpayer guaranteed funds were in all likelihood used to 
benefit the campaign of a former governor; 

4) The independence of the U.S. Government's regulatory system 
has been flagrantly violated in an effort to protect a single 
American citizen; 

5) Congress and the Executive are employing closed society 
techniques to resist full disclosure of an embarrassing 
circumstance, with unfortunate precedent setting ramifications. 

Last month a BBC reporter asked me if we Americans weren't making 
too much of this scandal. He raised a fair question. Compared with 
petty potentates around the world, who routinely walk off with 
millions and in some cases billions, conflicts of interest in 
American politics are of petty variety. In this case, however, we 
have a situation where a multi-thousand dollar conflict of interest 
led to a multi-million dollar hit on the taxpayer. That is the 
meaning to the failure of Madison Guaranty. That is also the 
meaning of the Small Business Investment Corporation called Capitol. 

It is simply not appropriate to shrug it off and say that this is 
the way things are done in small states. They aren't in Nebraska, 
South Dakota, Or Iowa. It is simply not appropriate to say it isn't 
a federal issue. It is. the U.S. taxpayer has lost millions; home 
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owners in Arkansas have lost institutions that were established to 
serve their needs; minorities throughout the country cannot lightly 
shrug off yet another instance in which a program designed to give 
them a crack at the American dream was redirected to serve the 
investment ego a state political establishment. 

It is suggested by the Majority that we have better things to do 
around here. There again is some truth to this. The minority also 
wants to get on with the business of health care, welfare reform, 
crime legislation. Indeed, we pledge to be constructive and are not 
blocking any Congressional consideration of these issues. But, in a 
larger sense, it should be understood that these "we have better 
things to do" laments suggest that ethics, governmental integrity, 
and the possible misuse of the public's money should be secondary 
considerations — something to worry about only when we have time. 

In a democratic system, built and maintained on the confidence of 
the people, placing such considerations last on the list of 
priorities is a highly dubious game. Nothing works over the long 
haul if the public loses confidence in its governmental institutions 
and the people who operate those institutions. The task of keeping 
the people's confidence may not be pretty or pleasant, but it is a 
first priority in our system — not a last priority as all too many 
are suggesting today. 

Whitewater is less about the issues of the day than it is the ethics 
of our time. It is a central issue not because it is big, but 
precisely because it is small. 

The way we in America keep our scandals from becoming too big is by 
holding people accountable when the amounts of money at issue are 
relatively small. It is the principles at issue, not the dollar 
amounts that matter. 

In conclusion, let me stress that the most difficult issue to deal 
with is the question of proportionality. When the Minority made its 
restrained request for hearings last November I suggested that while 
there was fire with the smoke, Whitewater appeared to be more a camp 
than forest fire. I now believe the fire has spread to the grass 
and is heading to the trees but that it is still not too late to put 
it out with full disclosure and full accountability. In this 
regard, I suggested in a December Washington Post editorial that 
when breaches of law or public ethics occur, options often exist as 
to whether civil or criminal remedies are appropriate. I 
presumptuously concluded then and maintain now that there is no 
reason not to proceed with civil accountability in a civil way. The 
last thing this country needs is a year long trial or travail for 
the President of the United States. It would divide the country and 
be unfair to the public as well as the President. 

Accordingly, I have pledged to the President's Counsel as well as to 
the Special Counsel that I will do my best to put the issue behind 
once disclosure is provided. Accountability is in order; a 
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Constitutional crisis is not. The Presidency should neither be 
jeopardized nor debilitated * Rather than high crimes and 
misdemeanors, the issue today relates to high improprieties and 
breaches of the public trust. 


— 30 — 
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STATEMENT 07 TKB HONORABLB JAMBS A. LBACX 
ZMDBZ 07 SUPPORTING DOCUMBBTS 1 
MADZSOM GUARANTY SAVINGS AND LOAN 
MARCH 24, if 94 


1. Notts of Conversation bstvssn L. Jsan Levis and April Breslav, 
February 2, 1994. "(T)he 'head people', vould like to be able 
to say that fihitevater did not cause a loss to Madison, but 
the problem is that so far no one has been able to say that to 
then." Describes losses to Madison caused by Whitevater. 

2. Board of Directors Minutes, Madison Financial Corporation, 
April 17, 1985. "RESOLVED, that the Corporation pre-pay to 
Jim McDougal $30,000.00 of his annual bonus in recognition of 
the profits of the prior year and that said bonus is to be 
paid directly to Nhitevater Development." 

3. Application for Registration of Fictitious Name, Applicant — 
Madison Financial, Fictitious Name — "Madison Marketing" 
(July 25, 1986). 

4. .Chronology of Criminal Investigation. 

5. Letter of September 1, 1992 from L. Richard Iorio (RTC-KC) to 
Steve Irons (FBI) transmitting criminal referral. 

6. Letter of September 1, 1992 from L. Richard Iorio (RTC-KC) to 
Charles A. Banks (DOJ) transmitting criminal referral. 

7. RTC Internal Memorandum, May 3, 1993. Background remarks and 

conversation vith AUSA Bob Roddey's office re: Madison 

Guaranty Savings referral. 

8. RTC Internal Memorandum, May 19, 1993. Additional 

conversation vith Office of Legal Counsel for U.S. Attorney's, 

. U.S. Justice Department, Washington, D.C. No record of 
Madison criminal referral at Washington DOJ. 

9. RTC-KC E-Mail, May 19, 1993. Madison matter forvarded to 

Donna Henneman in "Legal Counsel." Referral submitted to that 
office "because of the political ramifications and political 
motivations.” 

10. RTC-KC E-Mail, May 26, 1993. Follov-up call from Donna 

Henneman (DOJ). RTC advised by an FBI agent in Little Rock 
that it was a "very solid case of check kiting, and vas highly 
prosecutable." Henneman vas groving increasingly frustrated 
by the situation, because she had seen the information, knew 
that it had come in, and couldn't understand vhy she vas 


1 Previously unreported information relating to the 
prosecutorial strategy of criminal referrals has been redacted. 
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having such a hard tins tracking vhara tha rafarral and 
exhibits had gone. 

11. RTC-KC E-Mail, Juna 8, 1993. Conversation with Donna Henneman 
(DOJ) • Madison Rafarral has reappeared on her desk. Criminal 
Division has sent memo to Doug Frazier (in Depty Atty General 
Heyman's office) advising him that there was "no identifiable 
basis for recusal of the U.S. Attorney in the Eastern District 
of Arkansas.” Referral sent to Frazier for reviev and final 
decision. 

12. RTC-KC E-Mail, June 23, 1993. Conversation with Donna 

Henneman (DOJ) • Package returned from Frazier. Frazier 
appointed U.S. Attorney in Florida. 

13. RTC-KC E-Mail, June 23, 1993. Further Conversation vith Donna 
Henneman (DOJ) . Spoke vith Doug Frazier* Decision made to 
return the referral back to the Arkansas U.S. Attorney. No 
basis for recusal. 

14. RTC-KC E-Mail, June 29, 1993. Source indicates Madison 

referral has been returned to Little Rock. Acting U.S. 
Attorney will not act on referral. It is being held until 
U.S. Attorney designee Paula Casey takes office. 

15. RTC-KC E-Mail, September 23, 1993. Conversation vith Donna 
Henneman (DOJ) • Washington DOJ vould like to be copied on all 
future transmittal letters concerning Madison referrals vith 
an additional one paragraph summary of the content of the 
referrals vith the transmittal letters, so that Henneman vill 
be avare of those vith "sensitivity issues.” 

16. RTC-KC E-Mail, September 29, 1993. Conversation vith Donna 
Henneman (DOJ) • DOJ vould like copies of all future Madison 
referrals sent to Washington in addition to sending to u.s. 
Attorney in Little Rock. Henneman vill confirm this in 
vriting. 

17. RTC-KC E-Mail, September 29, 1993. Conversation vith Donna 
Henneman (DOJ) • Washington DOJ vithdraving request for 
referrals to be sent directly to Washington, but vould still 
like copies of transmittal letters with addendum summary 

. paragraph. 

18. RTC-KC E-Mail, October 26, 1993. Conversation vith FDIC- 

Memphis concerning Exam Reports. 

19. RTC-KC E-Mail, October 27, 1993. Conversation vith Donna 

Henneman (DOJ) . Inquiry on vhether declination letter had 
arrived from Little Rock U.S. Attorney. 

20. Letter of October 27, 1993 from Paula J. Casey (U.S. Attorney) 


2 
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to L. Joan Levis (RTC) . Declination letter on the Madison 
referral. 

21. Letter of November 1, 1993 from L. Jean Levis (RTC) to Paula 
J. Casey (U.S. Attorney). Confirmation of declination latter 
and the stipulation from Octobar 27th letter that the matter 
vas concluded prior to the beginning of Paula Casey's tenure 
and that the RTC had never been advised of such result. 
Chronology of correspondence betveen RTC and DOJ. 

22. RTC-KC E-Mail, November 10, 1993. Notice of nev RTC lead 
investigator on Madison. L. Jean Levis removed as lead 
investigator. "The Povers That Be have decided that I'm 
better off out of the line of fire ...” 

23. RTC-KC E-Mail, November IS, 1993. Transmittal of vhite paper 
outlining chronology of events related to 1992 Madison 
referral. Challenges nevs article indicating that decision to 
decline Madison referral had been prior to Paula Casey's 
appointment. 

24. RTC-KC E-Mail, November 15, 1993. Discussion of meeting with 
Donald MacKay. "He's coming here to evaluate us, our work, 
and to try and decide just hov good this case is, and hov he 
can best deal vith a very sensitive political situation." 

25. Letter of December 21, 1993 from Michael Caron (RTC) to Bill 
Houston (FDXC-Mempbis) • Seeking information on banks involved 
in loan svapping. 

26. RTC-KC E-Mail vith attachment, January 6, 1994. Discussion of 
contact vith reporter. 

27. RTC Memorandum of January 14, ,1994 from Jack Ryan to RTC vice 
Presidents and Assistant Vice Presidents. Requirement that 
the collection and distribution of all information and 
material responsive to requests concerning Madison be 
coordinated through RTC-Washington • 

28. RTC-KC E-Mail, January 25, 1994. Establishment of Madison 

reviev team. 

29. RTC-KC E-Mail, February 7, 1994. Conversation vith Little 
Rock U.S. Attorney's office. "(H)e'd spoken to Jeff Gerrish 
recently, and that Gerrish vas 'absolutely astounded' that 
nothing more vas ever done criminally vith Madison, beyond the 
Castle Grande transaction. 

30. RTC-KC E-Mail, January 5, 1994. RTC Washington reviev of 
Madison investigators. Response memo from supervisor stating, 
"FYX. This is vay out of line. X have already contacted wqc 
and filed a formal complaint." 

3 
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31. Letter of October 10, 1983 from C.J. Giroir, Jr. (Rose) to 
Jams B. McDougal. Pursuant to discussion with Hillary 
Clinton enclosing a billing for Madison Bank & Trust dated 
Deceaber 23, 1981. 

32. Memorandum to Governor Bill Clinton from Jim McDougal, 
February 7, 1985. "Kathy called yesterday to ask for my 
recommendations for two people to fill the vacancies on the 
State Savings and Loan Board. ... Bill, ve are down to only 
about 15 state-chartered savings and loan institutions and I 
as about the only one around who has any interest in this 
board." 

33. Letter of December 12, 1984 from James B. McDougal (Whitewater 
Development Co.) to Ron Proctor (Citizens Bank). "I have been 
unsuccessful in trying to meet with Bill and Hillary to sign 
the vote renewal. I have forwarded to them by messenger this 
morning the note and an envelope with which to forward it to 
you. Each month we will deposit into our account at Flippin 
an amount sufficient to cover the monthly payment." 

34. Memorandum to John Latham from Jim Mcdougal, April 18, 1985. 
"Z want this preferred stock matter cleared up immediately as 
I need to go to Washington to sell stock." 

35. Memorandum to John La than from Jim McDougal, February 19, 
1985. "Proceed with your idea on the subordinated notes, we 
need to make a decision an Madison Bank 8 Trust." 

36. Memorandum to John from Jim, January 7, 1985. "You, Greg, and 
Z need to discuss Securities License. First South has one on 
by its Service Corporation." 

37. Memorandum to John La than from Jim McDougal, July 11, 1985. 
"Z need to know everything you have pending before the 
Securities Commission as Z intend to get with Hillary Clinton 
within the next few days." 


4 
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Notes frcm the ccnvactation between RTC 
Lewis and FOZC Attorney April Breslaw on 
3:$0 p.m. until 4:35 p.m. 


Senior Criminal Investigator L. Jean 
February 2, *994, from approximately 


• April stated that -the people at the top- keep getting asked about 
Whitewater, which seems to have become a catch all phrase for Madison and 
it's related investigations. She said that eventually -this group- ie 
going to have to make a statement about whether or not Whitewater caused 
a loss to Madison, but the fact t^at Whitewater had no loan at Madison 
provided less potential for a loss: April stated very clearly that Ryan 
and Xulka (?), the -head people-,’ would like to be able to say that 
Whitewater did not cause a lose to Madison, but the problem la that so far 
no one has been able to say that to them. She felt like they wanted to be 
able to provide an -honest answer*, but that there were certain answers 
that they would be -happier about, because it would get them off the 
hook.* \ 


April felt that it would have been difficult to determine exactly what 
happened with the Whitewater account, because so many checks had gone in 
and out of the account, and made a reference to the end resulting netting 
itself out. She asked about Greg Young* s work papers on the Maple Creek 
Farms reserve for development analysis, and how it didn*t seem to have any 
apparent tie to Whitewater. X concurred that it didn't have any 
legitimately defined tie, which is precisely why it was included in the 
referral. 


• She inquired about the $30,000 check to Jim MeOougal from Whitewater in 
5/85. and about the disposition of the funds. I explained the transaction 
as X know it: the $30,000 had been converted to a MGStL cashier's check, 
which was subsequently endorsed by IHHIBHBand deposited to Riggs 
National Bank. X explained that when the check was force paid, the 
Whitewater account was overdrawn by over $28,000 which was then 
subsequently covered by the payment of a $30,000 bonus from MFC to Jim 
MeOougal, deposited directly to Whitewater on MeOougal *S orders. 

• She asked how we could get to a clear cut answer as to whether or not 
Whitewater caused a lose to Madison. I stated that, as far as X am 
concerned, there is a clear cut loss. X also stated that any attempt to 
extract Whitewater as one entity from the rest of the MeOougal controlled 
entities involved in the alleged eheek kite will distort the entire 
picture. X further pointed out that X would produce the answers that were 
available, but that X would not facilitate providing -the people at the 
top- with the -politically correct answers just to get them off the hook-. 

• She. asked questions about the specifics of the checks going through the 
Whitewater account. X stated that it appeared that the majority of the 
checks written out of the Whitewater account during the window time frame 
were going to other financial institutions to make loan payments. X also 
said that the referral focused only on a short time frame, but that if 
that same research were conducted for a two year period, it was my belief 
that the losses to Madison from the Whitewater account alone would easily 
exceed $100,000, given that $70,000 had gone out of the account during the 
six month window time frame. X further added that the end loss result from 
the entire scam, using all 12 compames/entitiee, would be hundreds of 
thousands of dollars in what were essentially unauthorised loans. 

• X stated that if she wanted me to tell her, unequivocally, that Whitewater 
didn't cause a loss, X could not do that. X could only reiterate the 
allegations contained in the referral, which are based on fact, and that 
it is my opinion and belief that Whitewater did, in fact, cause a loss to 
Madison because of the amount of the unauthorized loans that MeOougal 
made, through the check kite, to entities in which he wee a primary party 
and beneficiary. X also pointed out that this ultimately benefited his 
business partners - the same business partners that knew they had real 
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•state ventures that were not cash flowing, but that also knew their 
mortgages and/or notes were somehow being paid. X pointed out that these 
business partners are intelligent individuals, the majority of them being 
attorneys, who oust have concluded that McOougal was making the payments 
for their benefit. X posed the question to her, if you know that your 
mortgages are being paid, but you aren't putting money into the venture, 
and you also know the venture isn't cash flowing, wouldn't you question 
the source of the funds being used to your benefit? would you Just assume 
that your partner was making these multi-thousand dollar payments out of 
the goodness of his heart? wouldn't you wonder even more if you knew that 
your business partner's main source of income, an sal, was in serious 
financial difficulty, which by 198S was fairly common knowledge? 

We discussed the initiation of the HGSL investigation, and how evidence of 
the check kite came to light. X explained that after reviewing a series 
of checks, all of which noted "loan" in the memo field, X discerned a 
pattern that looked like a check kite, and proceeded to traee funds 
through the various accounts, which is a standard investigations 
procedures. The end result was the referral alleging a massive cheek 
kite. X also advised April that X had been told by both the U.S. 
Attorney's office (Mac Oodson), and the FBI (Steve Irons) that this was a 
highly prosecutable case of check kiting. I also told her that X disputed 
the declination of that referral on the basis of "insufficient 
information". She commented that "that's what Grand Juries are for", and 
X pointed out that it generally seemed to be the policy of the U.S. 
Attorney to agree to open a case before they would start Grand Jury 
proceedings. X also noted that X found the treatment of that particular 
referral by the Justice Department to be highly unusual. This concluded 
our discussion. 
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MINUTES OF MEETING 

BOARD OF DIRECTORS 

MADISON FINANCIAL CORPORATION 
April 17, 1985 


The Board of Directors of Madison Financial Corporation 
met on April 17, 1985, at 1:00 p.m. at tha offices of 
Madison Financial Corporation at 16th and Main Streets, 
Little Rock, Arkansas. All directors were present. The 
minutes of the previous meeting were read and approved 
as recorded. 

The first order of business, introduced by John Latham, 
was the matter of authorizing* prepayment of Jim 
McDougal 's bonus. After a full discussion, the 
following resolution «as unanimously adopted, with Jim 
McDougal abstaining from the voting: 

"RESOLVED, that the Corporation pre-pay to Jim 
McDougal $30,000.00 of his annual bonus in 
recognition of the profits of the prior year, 
and that said bonus is to be paid directly to 
Whitewater Development." 

There being no further business, the meeting was 
adjourned. - 
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State of Arkansas 

OFFICE OF THE SECRETARY OF STATE 


APPLICATION FOR REGISTRATION OF 
FICTITIOUS NAME 


filed 

JUL 2 5 1916 


T* W J. ••■Ill" McCuea 
Secretary ol State 
Stale Capllol 

Utile Rock. Arkansas 7220M0M 


W. I -BILL- McCUEN 
ucacrm of si arc 
T Jk+ 


Pursuant to the provisions ol Section 9S of >e Arkansas Business Corporation Act. (Act 576 ol 1965). 
the undersigned corporation hereby applies for the registration ol the use ol a fictitious name and sub* 
mils herewith the following statement: 


1 ) The liclilious name under which the business is being, or will be conducted by this corporation is: 

Madlaon Markeilni . : 

2) The character ol the business being or. *o be conducted, under such fictitious name is: 

advcrtlalm and public r at Iona 

3) a) The corporate name ol the applicant 

Madison Financial Com, 

b) The State of incorporation Is: 

Arharam 


c) The location (giving city and street address) ol the registered office of the applicant cor potation 
in Arkansas is: 

rn y Little Keck. 

Slate AK 

4) The applicant stales that il 6 Is a foreign r orporalion that it is admitted to and aulliotized to do busi- 
ness m the Slate of Arkansas. 

5) The filing lee in the amount ol $11X00 is enclosed. 


Signature: 


0 


Name ol Appdcant Corporation: 
Medlaen financial Corporation 


tirHmm /ft , 7H 


el Corporal 

» (it 


P 0 Boa 1363, Little lock, AK 72203 


SEAL 
ATTEST: 


* V SCCMTAJW 


* -RUCTIONS: 

Prepare this torm in duplica te . send to Secretary of Stale's Office. Stale Capitol. Utile Rock. Arkansas Oupticete 
copy writ ba returned to the corporation and munt be filed with the County Clark, (not required in Pulaski Countyl 
ot the County m which the Corporation's regie vrd ofNce is located. 
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3/01/91 


to 

3/23/92 


2 / 25/92 


to 

4/15/92 


4/20/92 

to 


4/24/92 


CEIZim :sv est:cat:v£ chbomologt of p/imtb 


rV‘ 

r 

md tima to 


Hadiaon Gu aranty Savings 4 L oan ( m HGSL a ) And it* a alleged tits eo 
Mhitewat or Development Corporation ( *Vhitewetor a ) And BUI 4 HillAry 
Clinton w to reported in a 3/9/92 Maw fork Times article by 3 Ait 
Garth . M6SL owner And boArd ehiimn, James i. HcOougal, hAd bAAn 
previous!/ triAd And ac quitted on bAnk fraud charges m 9/90. 


tnquiriea regarding thaao tiaa emanated from both BTC Invaatigationa 
in Washington, O.C., and tha former director 0 / eAe Tulaa 
Conaolidatad Ottiea. The Washington inquiry want through tha Kanaaa 
City Bagional Invaatigationa Ottiea to tha Tulaa Conaolidatad 
Invaatigationa ottiea, who was raaponaibla for invaatigating failed 
Arkansas thrifta. Tha quaation waa raiaad aa to whathar vhitavatar'a 
ralationahip with HOSL had baan raviawad, and wara there any 
reaulting loaaaa or potential criminal activity documented. Aa a 
raault ot thia inquiry , tha Tulaa ottiea criminal invaatigator 
aaaignad to tha Arkanaaa thrifta waa aakad to work vie* tha civil 
invaatigator in reviewing tha completed invaatigativa finding a eo 
data. Over a two weak period, tha criminal invaatigator raviawad all 
thrift racorda obtained from tha institution sc tha tima ot 
conaervatorahip which wara stored in tha Tulaa office. There 
racorda included the available Board Minutea . committee and 
subaidiary minutea. fidelity Bond polieiaa, fHLB exams from prior 
years, outside audita, legal correapondanea filea and varioua 
limited loan tilaa. Mo mention waa , found ot any Vhitevater 
ralationahip with HGSL. 


During ehis tima frame, Tulaa Invaatigationa learned that a former 
MSI employee, aubaaquently (and atill) an attorney in tha 
employment ot a Little Bock law firm handling ext anaiva litigation 
in Arkanaaa tor tha BTC, had allegedly fabricated at leant eve yeara 
ot minutea for an HGSL aubaidiary, Hadiaon financial Corporation 
( m HfC m J. The criminal invaatigator waa aakad to review daily 
racorda created by tha former employee, who waa at that tima tha 
executive aaaiatant to former HGSL preaident, John Latham. Latham 
pled guilty to one charge of bank fraud in 19 99. Copiea of the 
former employee’ a racorda had been shipped ce Tulaa. where it would 
be determined it further inveatigation waa appropriate. An 
affirmative daciaion *«« reached during tha firat weak ot 4/92. 
while thia review waa being conducted, tha civil invaatigator waa 
reviewing additional Hadiaon recorda stored in Little Bock under the 
control ot the poafrecaiversmp assuming bank. Central Bank t Trust 
( m CBtT m ). These recorda, which had never baan inventoried by either 
HOSL or CMtT, ware stored in a downtown Little Bock warehouse, and 
included, but wara not limited to, former officer correapondanea , 
legal tilaa, aubaidiary land development and investment tilaa, 
microfilm, demand deposit (checking) account recorda/bindera, 
cancelled checks, etc. 


Baaed on the findings ot these concurrent criminal and civil 
investigative reviews . tha decision was made that both investigators 
akomld travel ee Little Bock tor a more extensive review ot the 
warehoused documents. At this point, the criminal inveatigation. 
which had been previously scheduled tor late 1992, waa rescheduled 
to 4/92. 

Tfie inveetigatora conducted an extensive review of the warehoused 
records, and the criminal investigator talked with the fBX and O.S. 
Attorneys o//ice regarding the 1990 trial of former HOBL owner 
Jama a a. HcDougal . The criminal invaatigator learned that the fBX 
was previously aware of the fabricated aubaidiary minutea and had 
taken no criminal action. Tulaa Investigations management was 
advised accordingly and that aspect ot the review waa suspended. 
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Madison GutrMty Savinqs i Loan 
Criminal Investigative Chronology 
Page 2 


5/1/92 


to 

7/15/92 


9/1/92 

to 

9/2/92 


9/3/92 

eo 

12/15/92 


12/15/92 


2/14/93 


3/13/93 


to 

3/4/93 


The warehoused records revealed additional Vhitewater chocking 
account statements, raising further questions about eJte pay * on 
$omo of Whitewater's checks . A number of documents belonging to the 
former Chief financial officer of HGSL/HfC ware located . Among 

these documents w are several accountant/ladger worksheets on 
numerous MfC subsidiary lend •developments* , ell of which were 
heavily subsidised by MGSL. Included in one of the development 
worksheets marked •Maple Creek farms • was an xeoe denoting a 330,000 
charge to Vhitewater for the coat of an engineering survey/ this was 
the first indication of a relationship between MGSL and/or HfC and 
Vhitewater beyond the existence of the Vhitewater checking account . 
Original microfilm, along vxeA pertinent original documents from the 
warehouse, were sene back to Tulao for further inveetigation . 
Research was conducted on twelve McDougal and/or HcOougal business 
partner controlled accounts, including Vhitewater . Check copies were 
produced for a two year period between 3/94 and 3/93/ a standard 
investigative procedure when tracing ehe flow of funds . 

During the first week of 5/92, all Tulsa Consolidated Office 
employees were advised that the Tulsa office would be permanently 
closing at the end of 7/92. All Tulsa Investigations records were 
shipped to the Kansas City Office, thus putting the Madison 
investigation on hold. The copy process on the McDougal and/or 
McDougal business partner controlled accounts was suspended as well, 
due to equipment and records relocation. 

The criminal investigator transferred to the Kansas City office «e 
cAr end of 7/92, resuming the analysis of Madison documents and 
checks. A criminal referral ( 9C0004 ) was subsequently generated 
alleging a 31.3 million check kiting scheme between the McDougal 
and/or HcOougal business partners controlled entities, including 
Vhitewater. This referral was submitted to the fMI and O.S. 
Attorney, eastern District of Arkansas on 9/2/92. 

Having submitted the initial referral on MGSt, the criminal 
investigator redirected priorities ee the ongoing investigations 
of three other tailed thrifts, which were intensifying. first 
federal Savings, Paragould. Arkansas, which was reaching suspect 
plea negotiations, first America Savings, ft. Smith. Arkansas, which 
had been referred from jurisdiction in the Western District of 
Arkansas to the Dallas Dank rraud Task force, and Cimmaron federal 
Savings, Muskogee, Oklahoma, for , which investigations had received 
an allegation of potential fraud from the managing agent. 
Throughout these investigations, the criminal investigator continued 
to request and monitor a response on MODI referral 9C0004. 

The O.S • Attorneys office did not offer any standard response co 
the MGSt referral, advising either that a case would bo opened or 
that prosecution would be declined, tor three months . In response 
to numerous calls from the criminal investigator during that time, 
the Little Mock FSl special Agent in Charge sent a letter of 
acknowledgement ee the RTC stating that both the fat and O.S. 
Attorney had received the referral and exhibits. The investigator 
continued ee work on the aforementioned institutions while 
continuing to monitor a potential response on the MGSL referral. 

The criminal investigator initiated a preliminary review of criminal 
activity ic Savors Savings, Little Mock, Arkansas, out of which a 
former borrower had boon convicted and sentenced in conjunction with 
a tailed Texas SSL. This review involved extensive interviews with 


15582 



3160 


Had i son Guaranty Swings 6 Loin 
Criminal Investigative Chronology 
Page 3 

e ho borrower, and a review of his personal and co rporsto cocords 
prior co His sentencing end incarceration in late 4/93 . The 
inveetigetor continued to meko verbal requests for e written 
response from the rBZ or O.S. Attorney on HGSL ret errs! c 0004. 

5/4/93 On 3/4/93 , CAo criminal investigator sent a letter to cAo o.S, 

to Attorney inquiring about the status of the referral . TAo response 

S/33/93 from the O.S, Attorney referred the investigator to the O.S. Justice 
Department in Washington D.C. The criminal investigator initiated 
a aeries of calls co DOJ /Washington to ascertain the status of the 
referral. Simultaneously , cAo criminal investigator, criminal 
investigations department head and the field investigations officer 
determined that the moat expedient way to complete the investigation 
of previously defined criminal allegations at mil was eo supplement 
the investigative manpower . 

5/31/93 Three additional criminal investigators were assigned cAo task of 
co reviewing loan transactions, checking accounts and subsidiary 

6/4/93 lending transactions to ascertain the level of criminal activity at 
both HGSL and A/C. The lead investigator, along vicA another task 
assigned investigator, returned to cAo Liccio Sock warehouse for 
further document review. The investigators additionally travelled 
co four other counties to review land records pertaining to property 
sales, loan and mortgages reflected in the County Clock's offices. 
Those findings were shared vicA cAo ocAor assigned investigators. 

4/3/93 The four investigators reviewed and analysed all available SCSI 

\ eo transactional information for the ensuing 130 days. As a result, 

10 / 9/93 nine additional criminal referrals involving stultiple Most and arc 
transactions were generated and submitted co cAo O.S. Attorney and 
f»X on 10/9/93. 

10/17/93 The lead criminal investigator received a letter from the new u.s. 

Attorney tor the testers District of Arkansas, Paula J. Casey. The 
letter stated cA«c referral »C 0004, submitted 9/3/93, had been 
declined due co • insufficient information* . 

11/1/93 ATC Criminal investigations continues co support the investigative 
zo efforts of the rtl and u.s. Attorney by providing nGSL and A/C 

1/34 / 94 documents warehoused in Kansas City, and offering assistance with 

ongoing subpoena compliance. 
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Tho responsibility for lnvestlgstlon of all felled Arkansas thrifts was assumed 
by the Tulsa RTC office of Invest Igat ions during the first quarter of 1991. 
Responsibility was assumed from the Eagan/Mlnneapolls RTC Office of 
Investigations) the lead Kagan investigator for Madison Guaranty Savings. Little 
Rock, Arkansas at that time was Mike Haoserly. 

When the Tulsa office assumed this responsibility. Madison Guaranty was assigned 
to civil Investigator Wyatt Adame. Shortly after the reassignment of the 
Arkansas thrifts, seversl members of the Tulsa Office of Invest lgat lone made a 
sweep through tha failed Arkansas shops and appropriated all the records deemed 
necessary for tha effective completion of both civil and criminal Invest lgat lone. 

In mid summer 1991, Investigator Wyatt Adams traveled to Little Rock to review 
Madison Guaranty racords hold by the acquiring entity. Central lank and Trust, 
In an old, aoo-cllmate controlled building downtown on the river, which had been 
converted to a -records storage- facility. According to Adame, when he arrived 
there were extensive records In poor condition, haphasardly heaped Into the 
storage spaee on the second floor, which was poorly lit and protected by a chain 
link fence and a padlock. Boxes were on their sides with records dumped out, DOA 
binders wers poorly stacked In one corner, and multiple boxes had been shoved 
into shelving, with no Identifiable Inventory. It should be noted that these 
records wars already In the warehouse at the time of the Investigations team 
Spring 1991 "sweep- through the Arkansas thrifts, and that the former Managing 
Agent concurs that, to his knowledge, there was no Inventory of these records. 

In July 1991, the criminal Investigation of Madison Guaranty was assigned to 
Investigator Jean Lewis. A follow-up criminal Investigation was tentatively 
slated to begin during the third quarter of 1992, due to the fact that former 
thrift owner James B. McOougal had previously been tried on Bank fraud chargee 
stemming from Madison Guaranty, and was acquitted in 1990. The follow-up 
investigation was Intended to ensure that any remaining potential criminal 
matters had been properly reviewed and addressed. 

In Mareh 1992, Senior Investigative Specialist Jon Walker contacted the Kansas 
City regional RTC office regarding an article that had appeared in the Mew fork 
Times stating possible ties between Whitewater Development, Madison Guaranty 
Savings and Loan, and Bill * Hillary Clinton. Personnel in the KC regional 
office then contacted the Tulsa office with a request that this issue be reviewed 
to determine if Investigations was aware of, had reviewed and/or appropriately 
addressed natters pertaining to the possible relationship between Whitewater 
Development and Madison Guaranty. 

After a review of all available Tulsa Investigations Inventory documents. 
Investigators Adams and Lewis were detailed to the warehouse in Little Rock to 
review the remaining Madison records and ensure that nothing had been overlooked 
with regard to any potential action on this matter. Investigator Lewie noted, 
with concurrence from Adame, that upon arrival that the records were in very poor 
condition, appeared to have been dumped and/or crammed Into the warehouse space, 
and that there wee no available inventory provided by Central Bank i Trust 
personnel which could Identify the nature of these records. Investigator Adame 
noted that this wee the same condition m which he'd found the records la 1991. 
Bones had to be rearranged in order to establish work space and room for a table 
and two chairs. 

During the review of these records, neither Investigator Adame or Lewie located 
any loan files and loan records relating specifically to Whitewater Development 
or the Clintons. Investigator Adame then went through a number of Demand Deposit 
Account binders, to ascertain If Whitewater had maintained a checking account at 
Madison Guaranty. He located an account and statements for 1904, 19BB and 19BG. 
Investigator Lewie reviewed multiple boxes of records, and recovered several 
documents from former thrift officer fllee that warranted further review. Among 
thoeo documents was a ledger sheet marked "Reserve for Development - Maple Creek 
rarme- from the records of former Madison cro Greg Young. On that ledger sheet 
was noted a 130,000 development reserve cost for an engineering survey charged 


15584 



3162 


to Whitewater Developments There wee elao a Halted amount of nlerofiia located 
ae the wareheuee, which wae appropriated under the tertne of the PtA Acrasmene md 
returned to Tulaa along with several DDA binders, with peralaelon fromCantral 
Bank A- Truet. A elgned receipt containing an itemised Hat of the documents 
taken by Xnveetlgatore Adaaa and Lewie wae left with cuy 


Prior to departing Little Rock* Investigators Adame and Lewis reviewed the 
Madison dally work file held by Central Bank a Trust to research the flow of 
funds through the Whitewater account as pulled from the aonthly statements, which 
is a standard operating procedure for Investigations. Several checks payable to 
the Bank of Cherry Valley which identified loan numbers, were Identified and 
copied from the dally work. Also copied were numerous check payable to entltlee 
entitled Paebroke Manor, Polling Manor, Madison Marketing and others, ail of 
which were signed by James or Susan McDougel, payable to Whitewater Development 
and contained the notation “loan* In the memo field on the check. Accounts were 
located and reviewed for these other Identified entitles! similar checks 
containing the *loan* notation were found to have been paid between the entitles. 
At that time, both investigators concurred that additional research would bo 
appropriate, and requested all available film relating to Madison Guaranty and 
returned it to Tulsa, leaving a receipt for the film, binders and original 
documents pulled from former office files with CB4T employee Bonnie Crocheron. 
Copies of the entity statements and checks were pulled and/or duplicated from 
fila for the years 1984, 19BS and 1986 . 



After the original film was duplicated, the duplicates vers returned to Central 
Bank 6 Trust for their retention, and the original film was retained in Tulsa by 
an PTC research contractor. The criminal investigation of Madison then 
continued, as the civil claims had previously been closed out by PIS. 

In conjunction with the ongoing Madison Investigation, Kansas City Investigators 
Jean Lewis and Pandy Knight traveled to Little Pock la S/93 to revisit the 
Madison records held In the downtown warehouse. Upon arrival Investigator Law vs 
immedlatsly noted the condition of the records was significantly more organised 
than it had been during the previous visit, and it was evident that a number of 
boxes had been cleared out. 


During this visit to the warehouse. Investigator Lewis learned from the storage 
facility attendant that the law firm of Mitchell, Selig, Jackson, Tucker I White, 
former general counsel to Madison euaranty Savings, also stored records «t the 


A number of tho remaining boxes were reviewed, and the keye returned to M 
— — *« central Sank a Truet. At that time. Investigator Lewie noted to ^5 
mnmm* that the wareheuee aeomod to lack a number of boxes that had previously 
been there, •ndMHHH advised that tome of the records had been retrieved 
and were being held in a back room at the bank <C16T>. when asked why this had 
not been disclosed whoa tho ksys had bssn picked up rather than returned, ms. 
Crocheron* s response wss “you didn’t ask.* 


It should be noted that* aecordl 


' s staff la Little Mock, 


to Madison and was s u mmo n ed before tho Grand Jury for testimony 
that investigation has never been disclosed to this office. 


In conjunction with the ongoing FIX Investigation of the PTC*s rnfsrrals. 
Investigations advised tho PBX that additional original Madison Guaranty 
microfilm, along with tho records at tho warehouse, worn under the control of 
Csntrsl Bank « Trust. It is the understanding of Kansan City Office of 
Investigations that the aforementioned records have now been subpoenaed by the 
U.S. Attorneys office and are now under tho control of tho Little Pock PBX. The 
origins! Madison film held by Invest igat lone has also been turned ever to tho PBI 
along with other records subject to Grand Jury Subpoenn. 
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Resolotioc i st Corporation 

Kansas City Consolidated Office 

4900 Main Street, P.O. Box 419570 

Kansas City, Missouri 64141 (816) 531-2212 (800) 365-3342 



September 1, 1992 


Mr. Steve Irons, Supervisory Special Agent 

White Collar Crime Unit 

Federal Bureau of Investigation 

Two Financial Centre, Suite 200 

P.O. Box 21370 

Little Rock, Arkansas 72221 

Re: #7236 Madison Guaranty Savings & Loan 

l Little Rock, Arkansas • In Receivership (11/29/90) 
CRIMINAL REF ERRAL NUMBER C0004 

Dear Sir: 


Certain matters have come to our attention which may constitute criminal offenses under Federal 
law. Enclosed is a report of an Apparent Criminal Irregularity. 


Information in this referral may have been derived from financial records of customers of federally 
insured financial institutions. I hereby certify that (A) there is reason to believe that these records 
may be relevant to a violation of Federal criminal law. and (B) the records were obtained in the 
exercise of the RTCs supervisory or regulatory functions. 

Due to the extensive nature of the exhibits relating to this referral, they are being submitted to the 
U. S. Attorney s office under separate cover at a later date. 

Please direct any inquiries to the Investigator identified on the referral form, or to Lee O. Ausen. 
Department Head/Criminal Investigations, Kansas City Consolidated Office. 


Sincerely, 




L Richard Iorio 

Field Investigations Officer 


Enclosure 
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Resolutio: jst Corporation 

Kansas Clij Consolidated Office 

4900 Main Street, P.O. Box 419570 

Kansas City, Missouri 64141 (816) 531-2212 (800) 365-3342 


September 1, 1902 



The Honorable Cbaries A. Banks 
United States Attorney 
Eastern District of Arkansas 
U.S. Post Office and Courts Building 
600 W. Capitol, Room 331 
P.O. Box 1229 
Little Rock, Arkansas 72203 

Re: #7236 Madison Guaranty Savings & Loan 

Little Rock, Arkansas • In Receivership (11/29/90) 

CRIMINAL REFERRAL .NUMBER CQQ04 

Dear Sir 

Certain matters have come to our attention which may constitute criminal offenses under Federal 
law. Enclosed is a report of an Apparent Criminal Irregularity. 

Information in this referral may have been derived from financial records of customers of federally 
insured financial institutions. I hereby certify that (A) there is reason to believe that these records 
may be relevant to a violation of Federal criminal law, and (B) the records were obtained in the 
exercise of the RTCs supervisory or regulatory functions. 

Due to the extensive nature of the exhibits relating to this referral, they are being sent to your 
office under separate cover. 

Please direct any inquiries to the Investigator identified on the referral form, or to Lee O. Ausen. 
Department Head/Criminal Investigations, Kansas Gty Consolidated Office. . 


Sincerely, 

L Richard Iorio 

Field Investigations Officer 


Enclosure 
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MEMORANDUM 


TO: Criminal Admin File 

FROM: Jean Levis 

Criainal Investigator 

DATES May 3, 1993 

RE: Background remarks and conversation with AOSA Bob 

Roddey *s office re: Madison Guaranty Savings referral 

In March 1993, shortly after the departure of former U.S. Attorney 
Chuck Banks, I was advised by AUSA Bob Roddey on an unofficial 
basis, that Banka had forvarded the "Madison referral" to Justice 
in Washington D.C. almost immediately after receiving it last 
September; Roddey also added that Banks had taken this action as 
the referral was "politically hot". 

Z contacted Roddey* s office early this afternoon to see if AUSA 
Floyd Mac Oodson was still with the U.S. Attorney's office, of if 
he had left with Chuck Banks. I was advised by Roddey 's secretary, 
Laura, that Dodson did, in fact, leave with Chuck Banks, and she 
offered me their number, which I declined. I asked her what would 
have happened to Dodson's cases, and she offered to "check the 
computer" and call me back, if I could give her a specific case, 
which I did, identifying Madison Guaranty Savings criainal referral 
/ C0004 • 

Approximately five minutes later, Laura called back and advised me 
that no record of that referral shoved up in their conputer system; 
she then advised me that in conversing with AUSA Roddey, he told 
her that Banks had sent it to Justice in Washington, and that "we'd 
probly never hear about it again". 

A letter inquiring about the status of the referral has been 
prepared to send to U.S. A. Pence later today. 

ce: Richard Zorlo 

Lee Ausen 
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MEMORANDUM 


TO: Criminal Admin Film 

FROM: Jean Lawi 

DATE: May 19 , 1993 

RE: Additional conversation with Of flea of Legal Counsel for 

U.S. Attorney's, U.S. Justice Department, Wash., D.C. 

In following up my previous discussion with the Office of Legal 
Counsel on May 13, Z contacted Dyone Mitchell (secretary) of that 
office to see if she had been able to determine the status of the 
Madison referral, as Z had not heard back from her. She consulted 
her notes and advised me that they "have no record of that 
referral, it is not in their computer system, it has not been given 
to an attorney"; upon repeating this response to her, she 
reiterated "no ma'am, that referral has not been submitted to this 
office." 

After advising Lee Ausen and Richard Zorio of this conversation, 
the decision was made to resubmit the referral through the U.S. 
Attorney's office in Little Rock, and contact Ms. Mitchell in the 
Office of Legal Counsel to see if that office should be copied on 
the referral and letter to Richard Pence, U.S. Attorney in Little 
Rock. Z contacted Ms. Mitchell again to inquire as to whether that 
office should be copied on the referral. She said yes, and when I 
asked to whose attention it should be directed, she responded that 
it should be sent to Acting Assistant Attorney General Daniel 
Xoffsky, as the Assistant Attorney General, Mr. Dellinger, has not 
yet been confirmed. 

The letter of re-submission will be prepared this afternoon, with 
a copy going to Mr. Xoffsky *s attention. 

cc: Richard Zorio 

Lee Ausen 


• « t ? -».v J. rt uj 
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To: 

Cc: 

Roc: 

3i: 

Subject: 

Oats: 

Attach: 
Cartify: 
Forwarded by: 


L. Richard IoriotlnvestigationstRTCKcMID 
Laa 0. AusentlnvestigationstRTCXCMID 

L. Jaan LewisIXnvestigationstRTCXCMXD 
/7236/Madison Guaranty Savings 
Wednesday, Kay 19, 1993 15:55:03 COT 

Y 



In following up on tha suggastion that Hr. Danial Koffsky, Acting Assistant 
Attorney General, ba sent a copy of Madison rafarral / C0004, z contact ad tha 
Office of Legal Counsel to verify the correct address. In speaking with Ovona 
Mitchell of that office, Z reiterated tha address provided by US Atty Richard 
Pence, which reads: 


Office of Legal Counsel 
Executive Office for the U. S. Attorneys 
U. S. Justice Department 
Washington, DC 20530 

The letter provided the phone number (202) 514-2041. . 

Ms. Mitchell advised that the Office of Legal Counsel and the Executive Office 
for the U. S. Attorney's were two separate sections, and that the referral say 
>‘*'e been forwarded to the Executive Office instead of Legal Counsel. She 
,n connected ne with the operator, who put ee through to the Executive 
Office where Z spoke with Stephanie Kennedy. Z explained to Ms. Kennedy what 
: was looking for, and she said she would get back to ee this afternoon. 

She called me back at 3:30, and advised that she had forwarded the matter on 
zo Oonna Henneman in "Legal Counsel", who would check it out and call me back 
tomorrow. I then contacted Ms. Henneman to offer background information on 
.hat I was looking for. When I explained that it was a referral out of 
Madison Guaranty, forwarded to that office by Chuck Banks, she had immediate 
<now ledge, stating "oh, the one involving the President and his wife". She 
then stated that the referral had been sent to that office (exactly which 
affice is still unclear to me) as a special report for the attention of the 
Attorney General, and not as a referral for prosecution. She then stated that 
'anytime a referral comes in that would make the department look bad, or has 
political ramifications, it goes to the Attorney General." She further added 
'.hat the referral had been submitted to that office "because of the political 
ramifications and political motivations", and then told me that referrals ware 
not prosecuted out of that office. She then stated that the referral had been 
ieclined. I advised her that the referral had not been declined, and read her 
*.he letter sent to this office by U.S. Attorney Richard Pence. She 
icknowledged that she was confused, and told me she would speak with her 
supervisor, Deborah Westbrook, and have her call me back tomorrow. X then 
isked for Ms. Henneman' s title, and she informed me that she was the Ethics 
-rogram Manager. Z thanked her and ended the conversation. 

: 'l keep you posted if and when Z hear from Ms. Westbrook. 
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TOS 

Cc: 

Bee: 

Froa: 

Subject: 

t«: 

*ctach: 
Certify: 
Forwarded by: 


L. Rlchara IorlotlnvestlgatlonstRTCKlrtlD 
Lee 0. Ausent Invest IgationstRTCXCMID 

L. Jean LewistXnvestigatlonstRTCKCMXD 

/7236/Madison Guaranty 

Wednesday , May 26, 1993 16:10:47 COT 

Y 



I've just received a follov-up call froa Donna Henneaan at Justice in D.C. 

She inforaed as that after speaking with Deputy Director/ CO Wayne Rich she 
learned that referral /C0004 had been sent to foraer Special Counsel Ira 
Raphelson. I noted that Mr. Raphe Ison is now in private practice, she 
concurred and said that she wasn't sure where it had gone after he left, but 
that she was going to call the "crlainal fraud division at Justice" and see if 
they are prosecuting the case or if a declination letter has been issued. I 
restated that, to ay knowledge, the referral had not been declined, and that 
I had been advised by an FBI agent in Little Rock that it was a "very solid 
case of check kiting, and was highly prosecutable." 

I then identifiedthe^B^suspects named in the referral 
B^gBffeipB^Bfor her and she thanxe^a^an^told ae 

she'dbeback intouch as soon as she found something. She also stated that 
she was growing increasingly frustrated with the situation, because she had 
seen the information, knew that it had come in, and couldn't understand why 
she was having such a hard time tracking where the referral and exhibits had 
s«ne. 

To date, each time she has given me a date that she would call back, she has 
kept her word. I'll let you knew when I hear froa her again. 
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To: 

?c: 

3cc: 

"ron: 

? ject: 

jw.U 

Xttach: 
Xertify: 
?orwarded by: 


L. Richara XorioGInvestigationsiRTCXcMlD 

La# 0. Ausan#Inv#stigations0RTCXCMID 

L. J«an Levis0Inv#stigations@RTCXCMID 
Madison Guaranty 

Tuesday, Jun# 8, 1993 15:16:49 COT 
Y 



\s va discussed this norning, I was going to contact Audray Word at DOJ in 
Washington this aftarnoon; however, before I could call, Donna Henneaan in tha 
txaeutive Offica for U.S. Attorney's callad aa. It saaas that Madison 
referral / C0004 has raappaarad on har desk. Audray Word was succassful in 
ocating tha rafarral within tha Fraud saction of tha Criminal Division and 
iatarainad that tha individual assignad to tha rafarral "didn't want to daal 
ith it", so sha sent tha rafarral and all part inant info back to Oonna 
ennaman for furthar disposition. 

onna advisad na that tha Criminal Division (no ona spacifically idantifiad) 
ant a memo to Doug Frazier, Associata Deputy Attorney Canaral (in Dapty Atty 
anaral Heynan's offica) advising hin that there was "no identifiable basis 
or recusal of tha U.S. Attorney in tha Eastern District of Arkansas”; this 
as a direct quota fron the nano, as sha read it. Sha than told so that she'd 
ontactad Mr. Frazier who did not renember receiving tha neao, and suggested 
hat sha gat tha meao and tha rafarral to hia for review and a final decision. 

h has subsequently sant hia both tha referral and tha neao, and said she'll 
aw,* aa posted. Z than advised her that during tha intervening period, 
iditional information has surfaced that would furthar support tha allegations 
sntained in tha rafarral, so X would be most curious as to their decision, x 
.-.an concluded tha conversation by tailing har "whatever tha decision is, X 
a ad something in writing so that X can close out tha file with a declination, 
r offer support for an ongoing case." Sha agreed and said she'd stay in 
such. 

'll keep you posted. 
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To: 

Cc: 

Bcc: 
r -on: 
jject: 

Bate: 

Attach: 
Certify: 
Forwarded by: 


L. Richard IorioSInvestigationseRTCXCMID 
Lee 0 . AusenSInvestigationsfRTCXCMID 

L. Jean Lewis0Investigations§RTCKCMID 
/7236 Madison Guaranty Savings 
Wednesday, June 23, 1993 15:21:55 COT 

Y 



At approximately 3:00 this afternoon, I spoke with Donna Hennenan in the 
Executive Office for U.S. Attorneys, regarding the status of the Madison 
referral /C0004. She advised that she had sent the "package" to Associate 
Deputy Attorney General Ooug Frazier on June 8 , as ve had previously 
discussed, but that she had received the entire package back on her desk today 
vith no further answers, as Mr. Frazier was now the new U.S. Attorney in one 
the Florida districts; she had not determined whether Mr. Frazier had taken 
iny action prior to his departure, and had spoken with her supervisor 
regarding her next action shortly before I contacted her. She advised that 
s he will attempt to contact Mr. Frazier in Florida sometime tomorrow and 
determine what decision, if any, had been made. 

;he then advised that "this sort of thing happens all the time when we're 
:rying to get the guys upstairs to make a decision." She said she'd be back 
.n touch as soon as she had an answer from Ooug Frazier, or his replacement a 
!r. Dave Margoiis. 

\ 4 was the 8 th conversation I've had with Ms. Henneman since I first 
-ontacted her on May 19, 1993. 

'll keep you posted. 
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To: 

-c: 

3CCJ 

?rom: 

Subject: 

Oats: 
fc .ich: 
--rtify: 
'orvarded by: 


L. Richara loricilnvestigationsfRTCXcMID 
Lee O. Ausen#Investigations*RTCXCMID 

L. Jean LewisflnvestigationsfRTCXCMID 
#7236 Madison Guaranty Savings 
Wednesday, Juna 23, 1993 15: 37: 30 COT 

Y 



lonna Henneman (E0/U3 Attorneys) just called as back to let as know she'd 
.poke with former Associate Deputy Attorney General Doug Frasier. He advised 
*.er that ha act with Tony Muscato, the Director of the Executive Office for 
:.S. Attorney's, and that the decision has been nade to return the referral to 
ha U.S. Attorney in the Eastern District of Little Rock, as there was "no 
asis for the recusal of the U.S. Attorney", and apparently a lack of 
conflict of interest." 

s. Henneman then added that she doubted whether or not the U.S. Attorney, 
astern District/Arkansas would be aware of this situation yet, but suggested 
hat Z wait a few days and then contact that office in Little Rock. 

he asked to be kept posted on the outcoae, and offered her continued 
3 sistanes whenever and however possible. 
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To: 

Cc: 

Bee: 

From: 

bject: 

wdti: 

Attach: 

Cart if y: 
Forwarded by: 


L. Richara Iorio#Znvestigations6RTCXcrtlD 
Laa O. Ausen6Znvestigations8RTCKCMZD 

L. Jaan Lewis8Znvestigations$RTCKCMZD 
#7236 Madison Cuaranty Savings 
Tuesday, June 29, 1993 16:08:21 COT 

Y 



Z received a call this afternoon froa a highly reliable and confidential 
source , that the Madison referral (C0004) has been returned to the u.s 
Attorney's office in Little Rock, Arkansas. My source has advised ae that the 
acting U.S. Attorney, Richard Pence, has stated he has no intention of actino 
on this referral, and plans to let it sit until such tine as the new U.S 
Attorney designee Paula Casey, takes office on either an interia or peraanent 
basis. It was stated that there was displeasure at the fact that the referral 
had been returned to the Little Rock office, and that the reason cited for 
it's return was that the Executive Office for U.S. Attorney's found no basis 
for recusal, and no conflict of interest eaanating froa the U.S Attorney's 
office in the Eastern District. However, the acting U.S. Attorney is of the 
opinion that if the (strong) case against Jaaes McDougal is taken to trial it 
will appear to be "sour grapes" due to his acquittal during his first bank 
fraud trial. 

Z was further advised that there is no definite date yet as to when Ms. 
Casey's conflraation will occur, and that it is likely that she will assume 
responsibilities on an interia basis. My source has advised that Z will 
g«t a "head's up" call when Ms. Casey assumes her new responsibilities, but 
that such appointaents have been delayed in the past, and nay take a while. 

Z' 11 keep you advised should Z hear anything further. 
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To: 

Cc: 

Bcc: 

Prom: 

ject: 

Date: 

Attach: 
Certify: 
Forwarded by: 


L. Richard lorioGINVEST-lGRTCXC 
Lea O. Ausen* INVEST- 19RTCXC 

L. Jaan Lewis*INVEST-l#RTCXC 

/7236 Madison Guaranty Savings 

Thursday, September 23, 1993 15:03:36 COT 

Y 



I've just had a conversation with Donna Henneaan, Ethics Program Manager, 
Executive Office for 0. S. Attorneys. I called Donna to make a final 
determination as to whether or not she wants formal notification of the 
existence of the subsequent referrals being submitted to the O. S. Attorney, 
Sastern District of Little Rock, on Madison. 

rn discussing the standard RTC procedure of the submission of referrals, she 
ias requested that she be copied on the transmittal letters that go to the 0. 
3 . Attorney and FBI. At the time she receives the copies of those letters, 
she will then request the referrals and exhibits from the U. S. Attorney's 
>ffice for any necessary follow up. So, at her request. I'll ask Donna Minton 
:o cc: Ms. Henneman in her official capacity. She felt that a letter 
requesting copies at this point was unnecessary, and if it becomes necessary, 
;he will go through her channels at Justice to obtain the documentation from 
J. S. Attorney Paula Casey. Donna has also requested that Z provide a brief 
)n* paragraph summary of the content of the referrals with the transmittal 
.« ers, so that she will be aware of those with "sensitivity issues." I will 
;e glad to provide the requested summary as an addendum paragraph to the 
>ottom of each transmittal letter. 

he then asked me about the final disposition of MGS6L referral C0004. Z told 
er that Z had been advised that it was received back in the U. S. Attorney's 
ffice, but that Z had received no formal notification that a case had been 
pened, nor a declination letter. Z expressed ay concerns that the same 
ituation could befall the next referrals to be submitted, and she assured me 
hat she and her supervisor. Deb Westbrook, would stay closely in touch with 
he situation, due it's potentially political ramifications, some of which Z 
xplained for her edification. 

he asked me to stay in touch as to the responses that Z get from the U.S. 
ttorney's office, and assured me that, if necessary, the "higher-ups" at 
ustice would make sure something got done with these referrals, including the 
irst one, which in her words "should have been handled by now, one way or the 
ther." 

'11 keep you posted. 
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To: 

Cc: 

Bcc: 

From: 

bject: 

-atm: 

Attach: 
Certify: 
Forvardtd by: 


L. Richara lor io0 INVEST- 16RTCXC 
Ut 0 . Ausen# INVEST- 10RTCKC 

L. Jean Lev is# INVEST- 10 RTCXC 

#7236 Madison Guaranty Savings 

Wednesday, September 29, 1993 12:16:43 EOT 

Y 



I've just received a call from Oonna Henneaan, Ethics Program Manager, 
Executive Office for U. S. Attorney's, Washington, 0. C. She advised that 
she had spoken to her supervisor. Deb Westbrook, and Ms. Westbrook's 
supervisor, Doug Frasier, regarding whether or not the Executive Office wanted 
copies of the madison referrals slated for submission this week. Ms. 

Westbrook and Mr. Frazier have determined that the Executive office should 
receive copies of the referrals and exhibits. Upon receipt, they will review 
them and determine whether to instruct the U.S. Attorney's office to act on 
them accordingly, or if they should be forwarded to the Public Integrity 
Section of DOJ for further review. Z inquired as to the nature of the Public 
Integrity Section and was advised that it is the section of DOJ responsible 
for the prosecution of public officials. Ms. Henneaan also advised that they 
iave made the decision to get the Deputy Attorney General's office involved in 
this situation, and bring them up to speed. 

I asked her to submit this request in writing, in order to document the 
Investigations file and she responded that she would do so, faxing me a letter 
s afternoon. I've provided her with the fax number and will copy you upon 
*.»^eipt of her letter. 

ro briefly summarise the situation to date, Z contacted the Executive Office 
:or u. s. Attorney's on May 13, 1993, at the written suggestion of U.S. 
attorney Richard Pence, pursuant to his letter of May 10, 1993 regarding ay 
written inquiry as to the final disposition of Madison referral #C0004, 
submitted on 9/1/92. Mr. Pence advised that the referral had been forwarded to 
.he Executive Office by former U.S. Attorney Charles A. Banks due to what he 
ieemed was a "conflict of interest". This information was relayed to Ms. 
(enneman during my first conversation with her. During subsequent calls I 
received from Ms. Henneman, she advised me as to her progress in tracking the 
/hereabouts of referral /C0004, which she finally located and had forwarded 
sack to her office on June t, 1993. At that time, Ms. Henneman advised me that 
:he decision had been made by personnel in the Criminal Division of DOJ that 
here was "no identifiable basis for recusal of the U.S. Attorney in the 
Tastern District of Arkansas", and that the referral would be forwarded back 

0 the U. S. Attorney's office in Little Rock. Since that time, Ms. Henneman 
.as contacted me to follow up on the final disposition of the referral. I have 
•dvised her that this office has not yet received notification of an opened 
ase, or a letter declining prosecution. During these aforementioned 
onversations , the issue was raised as to further referrals, and whether the 
xecutive Office should be copied on any further referrals to avoid a 
ecurrenee of circumstances. Z received notification of that decision today 
hen Ms. Henneman contacted me, as previously outlined. 

1 te let me know if you have any questions. 
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To: L. Richara IorioBINVEST-lfRTCXC 

Ccs Lee O. Ausen# INVEST- 1 6RTCXC 

Bcc: 

From: L. Jean LevisfINVEST-lfRTCXC 

' ject: #7236 Madison Guaranty Savings 

U.cs: Wednesday, September 29, 1993 16:22:55 EOT 

Attach: 

Certify: 7 

Forwarded by: 



X'vm received a follov-up call from Donna Henneman with the Executive Office 
for 0. 8. Attorneys. She spoke with her supervisor. Deb Westbrook, regarding 
ay request for a written follov-up to her verbal request that the Executive 
Office be copied on all the Madison referrals and exhibits. Ms. Westbrook has 
withdrawn her initial request for copies, and stated that they will go through 
the U. S. Attorney's office to obtain copies rather than having us copy their 
office directly. Ms. Henneman indicated that this route would not make the U. 
S. Attorney's office feel as though the Executive Office was "going behind 
their back" in requesting copies of the referrals. 

She then reiterated that she would like to be copied on the transmittal 
letters that will be sent with the referrals to the 0. 8. Attorney and the 
:BI, with a brief summary paragraph outlining the suspects and content of each 
referral. Z agreed to her request, and will make arrangements to provide the 
requested summary on the transmittal letters. 

I 1 let you know if Z hear from her again. 


15598 




3176 


To: 

Cc: 

Bee: 

Froa: 

S’ • ject: 

0 . a: 
attach: 

Forwarded by: 


Lea 0. Au»en#INVEST-l#RTCXC 
L. Richard IorioliNVEST-ilRTCXC 

L. Jean Lewis# INVEST- 19RTCXC 

#7236 Madison Guaranty 

Tuesday, October 26, 1993 19:35:26 COT 

Y 



Just FYI. . • 

lased on our conversation this afternoon regarding the occ's inability to 
locate their past exaes for UNB/Little Rock, I took a shot at a hunch, and 
tade another call to Cristina riechas, the attorney for the FOZC in Meephls 
'h o had previously advised ee (in response to ay written request of 6/23) that 
>CC would have been the regulatory agency for UNB during 1986. 

:ristina, so I have learned, is no longer with the FDXC in Meephls. However 
spoke to her successor, Broderick Nichols, and outlined the previous request 
'ith hie, asking hie if he would do soae additional followup just on the off 
hence that the FDXC eight have done a concurrent exam on UNB with OCC at soae 
olnt between 1983 and 1967. Z then explained to hie that the OCC seemed to 
e having some difficulty in locating their records, and advised hie that Z 
as informed by OCC that prior to 1991, UNB was actually First National Bank 
•f Jacksonville. Well, it turns out that Broderick Nichols is froe Little 
ock. What a snail world! And he evidently grew up knowing where Union 
a' onal Plata is and that Union National Bank was, and still is, the largest 
a. . in Little Rock. He was somewhat concerned about the fact that OCC 
ouldn't find their exans, and has offered his expeditious assistance in 
ocating any concurrent exans done by FDXC. He's also offered to aid ee in 
ocating other potential leads and sources within OCC that eight be able to 
ediscover the whereabouts of the UNB exans. He couldn't quite understand how 
he occ could lose a $500 eillion bank. Does this sound faeiliar?? 

'11 keep you posted. 
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To: 

Ce: 

Bee: 

Proa: 

" bject: 

. cti 
Attach: 
Certify: 
Forwarded by: 


L. Richard IorlotlNVEST-lIRTCXC 
Lee 0. Ausenf INVEST- 1 9RTCXC 

L. Jean Lewis*INVEST-imcxc 
/723d Madison Guaranty 

Wednesday, October 27, 1993 13:37:23 COT 



Just got a call froe Donna Hennenan, Ethics Program Manager, Executive Office 
for 0.3. Attorneys. She asked if I'd received a declination letter on the 
first referral (C0004) fros the U.S. Attorney in Little Rock. Z told her that 
je had not received a declination to data. She then advised that her 
supervisor. Deb Westbrook, had evidently had a conversation with U.S. Attorney 
’aula Casey, and that Ms. Casey stated that she would be sending a declination 
ettar to the RTC on that particular referral. No date was given, and Donna 
lid not reference the date of the conversation between Ms. Westbrook and Ms. 
'asey. I asked Donna if she knew the basis for the declination, and she 
esponded that she did not, and hadn't seen a copy of the letter either. She 
hen suggested that if Z do not receive the letter of declination within a 
airly short tine frane, to please let her know. 

onna also noted that Ms. Westbrook advised her that USA Casey had stated she 
ould "deal" with the other referrals as well. 

'' keep you posted as to any further calls fron Ms. Hennenan. 
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United S ,</tdmey 
Eastern l da of Arkansas 


ATT- I 


*>• Offt u Bat 1229 
Laii Modi. Artmtat 7220] 


October 27, 1993 



Ms. L. Jean Levis 
Criminal Investigator 
Resolution Trust Corporation 
4900 Main Street, Suite 300 
Kansas city, MO 64112 

Re: #7236 Madison Guaranty Savings and Loan 

Criminal Referral Number C0004 


Dear Ms. Levis: 

I am writing at the request of the Office of Legal Counsel, 
Executive Office for U.S. Attorneys of the O.S. Department of 
Justice to let you know the status of this referral. 

As you know, this referral was reviewed by the Criminal 
Division of the U.S. Department of Justice at the request of the 
previous United States Attorney for the Eastern District of 
Arkansas. The matter was concluded before I began working in this 
office, and I was unaware that you had not been told until I was 
contacted by the Office of Legal Counsel. After receiving the call 
from Legal counsel Z reviewed the referral, and Z concur with the 
opinion of the Department attorneys that there is insufficient 
information in the referral to sustain many of the allegations made 
by the investigators or to warrant the initiation of a criminal 
investigation. 

Although Z am declining to take further substantive action on 
this referral, my decision does not foreclose future prosecutions 
about the matters covered by the referral or related setters in the 
event that ay office and the FBI are given access to records or 
information indicating that prosecutable cases can be made. 

Sincerely, 




£{.Mm 


Ct 


MJU -s*- 
CASEY ^ 


PAULA J. 

United States Attorney 


cc: Debra Westbrook 

Office of Legal Counsel 
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*ovm ber 1, 199 3 

At Sonar able /mil J. Cut/ 

Onited ititM Attorney 
liieira District o f A rkansaa 
P.0, Bom 1229 

tittle Bock, Arkansas 72202 

Mot 07234 Madison Guaranty Savings I £oah 
Criminal Batorral Mumbar C0004 


Daar Ha. Caaoyt 


I hava racaivad your October 27, 1993 latter regarding the above captioned thrift 
and referral. On the baeia of comments contained vieAln your letter. I am 
interpreting that corraepondance aa a formal declination to proaocuto referral 
4C0004. roe stipulated in your letter that this matter was concluded prior to the 
beginning of your tenure aa the Onited Statee Attorney tor the Eastern District 
of Arkansas. Prior to the receipt of your latter, ATC Invastigatione was not 
advised eA«c eA# *«ce«r had bean formally concluded. * 

Between September 1, 1992 and todays date, this office has received a total of 
three lettera with regard to the aforementioned referral, including you r letter 
of declination. The ether two lettera were from PBX/SAG Don Pottus, 12718/92. 
acknowledging receipt of the referral, and from Acting Onited Static Attorney 
Bichard Pence, S/10/93, adviaing this office that he wel unaware of referral 
««ui as it had been forwarded to the Executive Office for Onited Statee 
Attorney's by former Onited States Attorney Chuck Banka. 

If there were other documents produced that era ralativa to t ho conclusion of 
this matter, X would appreciate receiving the appropriate copies • 

BTC Banaas City Of f ice of Invastigatione will continue if a policy of 
cooperation with both cA« Onited Statee Attorney a office end the m on all 
referral related and investigative matters, making all pertinent records 
accessible aa requested. 

Should you have any further questions, or if this office may be of further 
assistance, please do net hesitate co contact me it ffifi 949-7237, of if I am 
unavailable. Supervisory Xnvoetigator Leo Auaen at (91$) 949-7243 or rield 
Investigations Officer Bichard lone at (91$) 949-72 12. 


very truly years. 



Senior Criminal Investigator 


cot Debra Weatbroek/Otfice of legal Counsel 

L. Bichard lorie/Held Investigations Of fleer /BOO 
tee Auaon/Supervisory Invoatigator/KGO 


*00 Mam S heet, bite 200. Kansas CBy. MmuA 641 12. dMMlWlf 
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Tc: 

Cc: 


Bee: 

rroa: 

ibject: 

uate: 

Attach: 
Certify: 
Forwarded by: 


Jana M. -ankovski#OLA#RTCXC 
L. Richard Iorio 
Lea 0. Ausan 
Michael X. Caron 

L. Jean Levis# INVEST- l#RTCKC 
ra: aadison guaranty 

Wednesday , Noveaber 10, 1993 13:24:34 CST 



N 


Hay you I Just a haads up to lot you know that Mika Caron. Sanlor Criminal 
Invast igator, is now tha laad invastlgator on Madison... so anynora faxaa vou 
sand should cons to Mika's attantlon, and any furthar communication about 
Madison should go to hla, too. Tha Povars That Ba hava dacldad that I'm 
battar off out of tha Una of flra (and I ain't arguing), but plaasa 1st ma 
■" — ‘ — «* laaving you in vary capabla hands! Cot any quastlons 


assure you, 
beyond that, ask Lee or Richard.^. 
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1C 

*roa: 

'ubjact: 

>atat 
attach: 
rartlfy: 
'orvardad by: 


Jaaas R. vudinaiOpar-invtRTCDC 
Dannis H. CavinavfEXEClRTCXC 
Jaaas G. ThoapsonlEXECFSClRTCXC 

A. Bovan HintontOLAtRTCKC, Jana M. JankovskitOLMRTCKC 

L. Jaan LavistINVEST-lfRTCXC 
L. Richard lor io# INVEST- 1IRTCXC 
Madison Guaranty 

Monday, Hovaabar IS, 1993 11:26:54 CST 
WHXTEPAP.MAO 
N 



>n Thursday, Novaabar 11, 1993, thara was an articla that appaarad in tha 
ashington Post concarning daclination of . prosacutlon on tha first Madison 
afarral that vas transaittad to tha Dapartaant of Justica (DOJ) on August 31, 
992. 

ontainad in tha articla vas inforaation that tha r afarral had baan raviavad 
y DOJ and that a dacision had baan aada aarly on to daclina on this rafarral 
.nd that vhan Paula Casay US Attornay, Littla Rock, Arkansas, in fact issuad 
ha daclination in Octobar 1993, sha vas sisply bringing this sattar to a 
loss. 

ha docuaant attachad claarly rafutas this train of thought. Xn fact, it 
:ppaars that no thorough raviav of tha docuaant had baan conductad as lata as 
una 23, 1993, sons tan aonths aftar tha rafarral had baan initially 
r* 'taittad. Xt vas not until Saptaabar 29, 1993 that this of flea vas advissd 
h*. tha rafarral vould ba raviavad. 

his vhola issua night not ba isportant, hovavar, for purposas of cradibility 
ith ragard to tha RTC's af forts in this araa, this nano and attachnant ara 
ubaittad for factual clarity. 
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RTC Crlainal Mftrril #C0004 on Madison Guaranty Savings was completed on August 
31# 1992# signod by RTC Kansas City Xnvostlgations management on SeptMber 1# 
1992, and aunt via eartifiod nail on September 2, 1992, to Charlas A. Banks# 0.9. 
Attornay, tastarn District of Arkansas# and SSA Steve Irons# FBI# Lit t la lock. 

By aarly Sovember 1992# no standard written rasponsa of prosacutioa or 
daclination had baan forthcoaing from tha O.S* Attornay* s of flea* Is aid 
November 1992# tha laad crlainal investigator aada tha first of a nuabar of 
verbal requests to both tha O.S. Attornay and FBI in Llttla Rock for sons (ora 
of written acknowledgaaent that tha rafarral had baan received and reviewed. A 
written acknowledgaaent dated Decaaber IS# 1992# froa FBI SAC Don K. Pettus# was 
raealvad by tha laad crlainal investigator on January 4# 199). This 
acknowledgaaent stated that tha rafarral had bean raealvad# and that further 
questions should be directed to AOSA Floyd Mac Dodson# who had also raealvad tha 
rafarral and exhibits* On January 7# 1993# tho laad investigator had a 
conversation with AUSA Mac Dodson in which ha advised that ha wasa*t sura tha 
rafarral was still in tha O.S* Attorney's office in tittle Bock* and that if 
prosecution occurred* it would probably be through a special attorney sent to 
Llttla Rock to handle tha situation* 

For four aonths* there was no further communication or correspondence raealvad 
by Investigations on this Better. In a May 3# 1993* conversation between 
Investigations and the O.S. Attorney's office* it waa indicated that referral 
0COOO4 had bean "sent to Justice in Washington alaost as soon as it was raealvad 
last September* • On May 4# 1993 Investigations sent a written Inquiry to Acting 
0. s. Attornay* Richard M. Fence* requesting tha status of tha referral. On May 
12# 1993# Invest lgat Iona received a letter froa Mr. Fence (dated Nay 10# 1993) 
stating that former II.S. Attornay Charles Banks had determined that his office 
had a conflict of interest with conducting an investigation or prosecuting 
crlainal charges relating to referral /C0004* and had seat the referral and 
exhibits to the Of flee of Legal Counsel (*OLC*)# Executive Office for O.S. 
Attorney's# 0. S* Justice Department# Washington 0* C* Be stated that say 
further inquiries as to the status of the referral should be directed to that 
office* providing a phone number in Washington D* C. 

As suggested by Mr. Fence, the lead investigator called the OLC on May 13* 199). 
This initiated a series of IS phone calls between the OLC and Invest lgat ions $ 10 
taking place between May 13 and June 29* 1993* and five transpiring between 
saptBBber 33 and October 17* isos. The majority of these calls were incoming to 
Investigations* and provided information as to the progress being made with 
regard to locating and determining the status of the referral* 

The June 23# 1993 conversation between Invest lgat ions and OLC Indicated that the 
decision had been made to return the referral to the O.f • Attorney in Little Reek 
as there was *no basis for recusal of the 0* S. Attorney* and a pp a rent *lack of 
conflict of interest** During a conversation on September 23* the OLC inquired 
as to the ‘final disposition* of referral PC0004* They w ere advised hy 
Investigations that no formal notification had boon received of either a 
declination or latent to prosecute* Investigations then advised OLC that there 
were additional referrals pendlngy OLC then requested that Investigations remain 
la contact with the OLC regarding further communication from the 0* B* Attorney 
la Little Rock* 

On September 29# 1993# the OLC contacted Invest lgat lone and advised that 1) the 
Deputy Attorney General's office had been advised of the situation and 2) that 
the pending and prior referrals would be reviewed and a decision made as te 
whether or not they be forwarded to the Public Integrity lection of Justice and 
reviewed for potential prosecution* A verbal request wee then made by OLC that 
they be copied on the transmittal letters to the 0* S. Attorney accompanying the 
new referrals# and that they be further provided with a summary of seek referral. 
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The nine new referrals wara submitted to tho 0. S. Attornay and Fli in Little 
Reek on October 3, 1993. On October 13, 1993, tho Office of 1 * 9*1 Counatl was 
provided with copies of the traneeittal letters, and the requested suamarles on 
each referral. 

On October 37, 1993, Investigations received a call fros OLC inquiring as to 
whether or not Invest Igat lone had received • declination letter on referral 
#00004 f the response was *no.* Investigations was advised that O.S. Attorney 
Vaula Casey had advised the OLC that she would be sending a letter of declination 
to RTC Investigations. 

On Ifovenber 1, 1993, Investigations received a letter dated October 37, 1993, 
from 0.3. Attorney Paula Casey stating that the dlspoeltlon of referral #C0004 
had been concluded prior to her taking office, and that she "concurred with the 
opinion of the Department attorneys that there ie insufficient information. • • in 
the referral to warrant the initiation of a cr in Inal investigation." 

On November 11, 1993, RTC Investigations learned through an article in the 
Washington Poet, that Paula Casey had recused herself and her staff from any 
further dealing with the Madison referrals. 
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To: 

Cc: 

Bcc: 

From: 

‘•'bject: 

to: 

Attach: 
Certify: 
Forwarded by: 


Lee 0. . .ienUNVEST-lgRTCXC 

$ 

L. Jon UwislINVEST-KRTCXC 
Monday, November is, 19M 17:27:0 csr 

H ■■ 



A fay comments with regard to our convaraailon this afternoon abo ut the 
pending sooting with Donald Mackey and his staff on ll/2l/^ * *“ 

You know, Richard knows, Donohua knows, Mika knows, and I know that Maekav ia 
not cosing hara to look at rscords. Cut to tha bottO llnaSa l« 1 

b * cau f* K V* *° convinced that there either. IS or is MOT a varv 
good caaa behind those referrals. Ha isn't coning specifically to diroir 
subpoena compliance, because ha hasn't opened any cases yet. He's cobIm her. 
to evaluate us. our work, and to try and decide Just how goid Ss^ii 

and how ha can best deal with a very sensitive political situation wh.t 
would be easiest for his is to decide that, aftir meeting witt iSS' 
Investigations, he can conclude that there is no merit, and So*” 
accordingly advised Investigations that the natter will be droooed if ». 
ion't convince his that those referrals are exeeptionalirsolid^wiii 
*??w* U P? ort ? bl * cases, then there is very little doubt that ha will ditnsn.. 
with this situation in vary short order. "* ” u dispense 

»' -trdless of stated agenda, and regardless of whether or not I'm in 
i indanct, ht's qoi ng to try and naka an objective atMinant baatd on what 
l * P r ***wtad to bin during tha seating. If that's tha way tha saetina itirfs 
5 S t :d th !!J y ? u b€tt#r P ul1 out tha stops to support tha wort^'v^d™ ^ 
-hat's tha last v.ai hear of tha Madison invast 

talking, and so far, it's boon pratty such on target. ^ instinct 

Uchaal ia axtreaely knowladgabla about Madison, and vary caoabla of 
ha situation. X would not do his tha injustice of thinking StheJwi.a tit * 
ntarnal political crap notwithstanding, J if this naatins is * 

i turkay shoot, than you ara going to niai aCi^ “IsS’gS yS^a SoJ S 1 
l * , |* t y° tt in convincing this spacial prosecutor that tha case is as coad «■ 

.t looks on tha surface. And yas, we have strong doLnantatiL TJ “ *51 / 9 
^ what's beneath tha surface, including where we looked 
ind why, who's tied to who, who's in business with who who ooaLTS iff * * 

Th£l r S aU *■ tBd •* t * rn * 1 STwISiS^ svs* 

've had ay say. The decision is up to you and Richard. 


I950T 
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RTC 

R«aM*|n«Crhfc 

latoHailWCMlUtM 


December 21, 1993 


Mr. Bill C Houston, Regional Director 
Division of Supervision 
Federal Deposit Insurance Corporation 
5100 Poplar Avenue, Suite 1900 
Memphis, Tennessee 38137 


Re: 





Dear Mr. Houston: 

' The Resolution Trust Corporation's ("RTC) Kansas City Office of Investigations is currently 
conducting an investigation into matters relating to an insolvent Little Rock, Arkansas 
savings & loan. Significant evidence points to the possibilities of loan "parking”, loan 
"swapping", insider abuse an d collaboration between specific borrowers and the principals 
of the financial institutions in Little 

Rock, Arkansas including the aforementioned insolvent thrift In order to expedite this 
investigation, 1 would appreciate your assistance in providing this office with copies of the 
Reports of Examination ("ROE") from 1983 through the most recent exam for the above 
captioned institutions. 

This written request is made pursuant to the terms of the Agreement Regarding 
Confidential Information between the FDIC and RTC as signed by FDIC General Counsel 
Alfred J. T. Byrne and RTC General Counsel Gerald L Jacobs, effective January 1, 1992. 

Should you have any questions or require additional information, please do not hesitate to 
contact me at (816) 968-7191. Your expedited attention to this matter is appreciated. 


Very truly yours, 

>1>uW C.(i luJ 

Michael E. Caron 
Senior Criminal Investigator 
Office of Investigations 


cc L Richard lorio/Field Investigations Officer/KCO 
Lee Ausen/Supervisory Investigator/KCO 


4900 Main Sfr— #. Suf 300. Kama* CMy. Mtoout 641 12. (816)63 \-22t2 
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To: Jan® M. J*nkovski#OLA#RTCXC 

L. Richard lor io# INVEST- 1 8RTCXC 
Lea 0. Ausen# INVEST- ItRTCKC 
Michaal X. Caron# INVEST- 1 IRTCXC 


ices 

From: 

»ub j act; 

)ata: 

\ttach: 
Certify: 
'orvarded by: 


L. Jaan Lewis! INVEST-1BR TCXC 
Thursday, January 6, 1994 18:12:05 cst 


Y 



’his la juat to advise that ear lier this evening, I received a call froe 

who started out her call with "Z've bean lied 
o by the Justice Department" . Z advised her that Z could not offer any 
omment, but that Z would listen to what she had to say. 

he stated that her sources from DOJ, who were there during the end of the 
ush Administration, had advised her that the original RTC referral was taken 
uch more seriously than the public has been led to believe, and that while 
hey believed that the Clinton's definitely stood to benefit from the alleged 
heck kiting activities, they may not have had serious criminal culpability, 
hey also advised her that the referral was left in Little Rock to prosecute 
y former USA Chuck Banks, because for Washington to be involved would look 
too political." She said that they (her four DOJ sources) all told her that 
here was no basis for recusal, and no conflict of interest in Little Rock. 

h* then advised that Justice sources today informed her that it was line 
taff attorneys in the Criminal section of DOJ /DC that decided the referral 
arranted no further investigation, and instructed Paula Casey to decline. 

ie also noted that her previous DOJ sources had said that after the Clinton 
Jministration came into Washington, there were roadblocks put up around this 
sferral, and that it had been their opinion that the RTC staff was attaapting 
) do a legitimate job, but was being stymied by personnel at Justice for some 
sason. she asked me if it was true that the Clinton's were named as 
itnesses on the referral; Z declined comment. She asked me if it was true 
let the RTC had not been notified for months after the referral was allegedly 
iclined by the staff attorneys in DC; Z declined comment. 

told her that she would have to call you (Jane) in Public Affairs for any 
Iditional information, and she advised me that she'd already talked to you, 
id got no information. She stated that she understood that Z was in a 
.fficult position, for which Z thanked her, and the conversation ended. 

found what she had to say very interesting. Zn the future, Z'll comply with 
.chard and Lee's wishes that Z not even listen to what a reporter has to say, 
id just offer a no comment. However, when someone starts out with "Z've 
en lied to by the Justice Department", it's human nature to wonder whether 
- not its true. 

•u~ endeth the lesson. 
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January 6, 1993 


This document is a recap of a phone call that I just received froa 
■■■■■■■, reporter ■■■■■■■■' whos# opening consent 
was "I've just been lied to by the Justice Department." My consent 
was that.! would not be able to respond to any of her questions, 
but that X was fascinated by the fact that she thought she'd been 
lied to, so I would listen to what she had to say. 


She outlined her credentials, stating that she'd written a book on 
drug trafficking, and had covered the "peanut loans", Bert Imnce, 
Billy Carter, Jinny Carter and the major governmental agencies 
during the Carter administration • 


She'd been advised that I was the investigator on the case, and 
wanted to know which of the stories she'd been told by her sources 
at Justice were correct. Evidently, she had four former Justice 
sources who were there during the Bush administration, and that had 
been there when Chuck Banks sent the referral to Washington. The 
story they told her was as follows: 

• . The referral was originally sent to DC as an "urgent report" 

for the Attorney General's review, due in part to the 
political sensitivity of some of the identified names, stating 
that Banks felt his office had a confict of interest. (This 
coincides with what my letter from Richard Pence states, and 
what Donna Henneman told me during our many conversations on 
the whereabouts of the referral) • There are conflicting 
stories about why Keeney wrote the memo referenced in the 
Schmidt/ Is ikoff story of 1/5; her sources stated that when the 
RTC referral was reviewed at Justice, it was taken much sore 
seriously than the public has been led to believe, and that 
they believed that the Clinton's stood to benefit froa the 
check kite although they may not have had serious criminal 
culpability. She asked if it was true that the Clinton's were 
named as witnesses on the referral; I told her no comment. 


She said that her former Justice sources advised her that 
Banks had never recused himself, and that CID/DOJ DC left the 
referral in Little Rock and told Banks to prosecute, because 
1) there was no conflict of interest, 2) there was no basis 
• for recusal, and 3) that for Washington to get involved would 
"look to political" since it was right before and after the 
'92 election^ Her sources also indicated that D0J now seems to 
be deliberately making it look like the referral was "vague" 
and "ambiguous", and not to be taken seriously. 

She stated that her sources told her that it appeared that the 
RTC folks were legitimately trying to do their job, and had 
legitmate concerns relating to the allegations contained the 
referral, but that when the Clinton administration came in, 
somebody started putting up roadblocks on the referral, and 
htr sources didn't know where it was coming from. 
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• Her current Justice sources state that it was the line staff 
attorneys in CXD/DOJ DC that made the decision several months 
ago that the referral warranted no further investigation, and 
instructed Paula Casey to decline accordingly; however, the 
RTC wasn't notified for months, which should have been 
corrected. 


_ went on to ask several questions, all of which X 

replied X could not answer, and referred her Public Affairs and 
Jane Jankowski. She stated that she'd already talked to Jane, and 
that it had gotten her nowhere. She asked if X knew anyone else 
that she could talk to, or if anyone that had left the RTC would 
have any information. X stated that there were no names that X 
could give her other than Jane Jankowski in Public Affairs. She 
then asked me if it was true that the RTC had not been notified of 
the referral declination for several months after it had been 
allegedly declined, and I told her no comment. 


She said that she understood that X was in a difficult position, 
and but that she needed all the help she could get. X thanked her 
for understanding the difficultly of my position, advised her that 
X understood that she was only trying to do her job as a 
professional, but that X could not professionally or ethically make 
any comment about the investigation. She offered her phone 
numbers, which X did not write down. She thanked me for ay time, 
and hung up. 


My overall impression of this conversation was that she is very 
close to the heart of this story, and that she is almost on top of 
the "white paper" chronology outlining the sequence of events and 
communication between DOJ and RTC on C0004. 


Lee Ausen wa s present for the entire conversation that X had with 
and suggested to me shortly before the conversation 
ended that X terminate the call with a "time out" gesture. He and 
Richard Iorio both advised that if she included anything in her 
story regarding that fact that X'd even listened to what she had to 
say, it would look bad tor the RTC, and recommended that in the 
future, X not even listen to what a reporter has to say. 


X advised them both that X felt that listening to what 
had to say provided valuable information, and that there was no 
point in being rude to the preds, anymore than there was any point 
in being rude to Justice or the FBI. "No comment" does not have to 
be offensive. X further stated that X would never do anything to 
undermine that efforts that the RTC has made, or take any action 
that would question our credibility or integrity, let alone do 
anything to compromise the imvestigation on which X have spend the 
past two years as the lead investigator. 


X concurred that in the future, X would simply send the reporters 
to Public Affairs. However, X am very much inclined to believe 
that, on the basis of my personal, and documented, knowledge of 
what transpired during the conversations X had with Donna Henneman 
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of DOJ/Office of Legal Counsel /Ethics section, that 

is not far from the truth: it's beginning to sound 

or multiple "somebodies" are trying to carefully control the 
outcome of any investigation sorrunding the RTC referrals, and that 
the beginnings of a cover-up may have already started months ago.. 


like somebody. 
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January 14, 1994 

MEMORANDUM 

Tk Vies PttldeeiS 

Aadstut Vlot Presidents 

Pfom: JaekXyu bh/lj/ 

. DwCEO/^r^ 

** Madison .GuH&Bqr Savings and Lou Association 


RaMYHt 
W.Ootfey 
0. WlanewsM 


fcKooomana 
^reiviMw 
XThomoMA 
J. Hambrie IS 


Ttm RTC has received numerous requests for information oo Madison Guaranty Savings tad 
Ittn Association and related oiaiaefi. Interim CEO Roger Altman is committed to montinc 
to that requests at promptly and thoroughly as possible. 




to order to mm m XTC*s response to requests on these otters Is thorough, roevtt, 
end timely, I hove cnabBihcd • woririeg group to coordinate the cotiection and dbribudonof 
aU Information «nd amtmlal responsive to the requests. The vorkfet creuo is ooawrftt td 
Ilia— Dudtot, WBBani CtiBshmo. and Peter Knight ’ 



I am m» thu I cm eeitt m *e Ml cooperation of you end your naff with ft* write 
roup. Homo si that ids memorandum is a ttri b u te d so the m p w p rirn o odt 
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:c: 

3cc: 

•* «! 

; ject: 

7ate: 
xttach: 
rertify: 
"orwarded by: 


L. Richara lor io# INVEST- i#RTCXC 

Dennis M. Cavinav#Assets-fa#RTCDC 

Janes R. Dudine#Opar-inv#RTCDC 
Madison Guaranty 

Tuesday, January 25 , 1994 14:18:27 CST 
N 

L. Richard lor io« INVEST- ItRTCXC 



:onaents by: L. Richard Iorio#lNVEST-l#RTCXC 

•orwarded to: Leo 0. Ausen# INVEST- 18RTCXC 

lichael X. Caron# INVEST- ItRTCXC 

.. Jaan lewis#XNVEST-l#RTCXC 

enneth W. Foust# INVEST- 1IRTCXC 

ary M. Davidson# INVEST- 19RTCXC 

arrall 0. Oant on# INVEST- 1#RTCKC 

omments: 

YI. 


...... ........... — — — (Original Message) — — — 

t the request of General Counsel Kulka and Deputy CEO Ryan, PLS and The 
ashinqton Office of Investigations have established a teas to ascertain if 
n liability claies remain viable as a result of the recent legislation 
x .nding the statute of limits ions froa two to five years. In this case the 
esurected statute expires at he end of February 1994. 

ary watts of my staff, assisted by Tom Murray will be visiting your office 
nil week and next. Please give then access to all records and workpapers, 
nd to knowledgeable members of your staff, including records and documents 
net are covered by a Federal Grand Jury Subpoens. 

ary and Tom will be working with a team of PLS attorneys headed by Sr. 
ounsel Mark Gabrelllan and including Terry Arbit, Jim Igo, April Breslav, 
arl Gamble and Susanna Rigby. The objective is to complete the review of 
laimm potential by next week. In addition the team will assist in compiling 
detailed history of events, including the criminal referral and document 
oncrol issues, to assist RTC management in communicating in a factual and 
nified way to Treasury and Justice officials, the special counsel and to 
opropriate committees and members of Congress. 


15614 
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To: L. Richard lor io# INVEST- 1#RTCXC 

Lat 0. Ausen# INVEST- 1IRTCKC 
Michael X. Caron# INVEST- 1#RTCXC 


.•c: 

Fron: 

Subjact: 

Oata: 

Attach: 

Cart if y: 
Forward ad by: 


L. Jaan Lavis#INVEST-l#RTCKC 
U.S.Atty's of f ica/Littla Rock 
Monday, Fabruary 7, 1994 9:41:03 CST 

Y 



This is to advisa you that X've had a convarsation this morning with AUSA 
Flatchar Jackson of tha U.S. Attornay's offica in Littla Rock. I cal lad Mr. 
Jackson last vaak to saka an inquiry reqardinq Indapandanca Fadaral Sa vings i n 
Batesv illa, Arkansas, out of which ha had prosacutad a casa regarding fpBjjpFft 
Ouana Kapford sant ma a memo quita sosa tlna ago about anothar 


in having dona a pralininary raviaw of Indapandanca, that Ednay was gi van 
immunity for cooparating. I cal lad Mr. Jackson last waak to varify that fact, 
which ha in turn did varify whan ha callad back. 


Mr. Jackson callad Friday aftarnoon, and as I was out of tha offica, I 
intandad to call his back this morning. Bafora X had tha opportunity to call 
his, ha callad ma. 


w«. discussad and ha than changad tha topic by asking ma if 

Stava Irons had told sa last fall not to talk to Flatchar. I told him that I 
prafarrad not to anavar tha quastion. Ha than statad that ha "didn't havt 
nuch usa for aithar Stava Irons or Gratchan Hall", and wantad to know what I'd 
oaan told. X advisad him that Stava Irons had told ma last fall that ha 
thought it was a good idaa if wa {feting Stava and myself) didn't talk to each 
sthar for a whila about Madison. X furthar addad that it had baan suggested 
to ma by my managamant hara that any questions directed to ma by tha U.S. 
attornay's offica should probably coma through Stava Irons or anothar FBI 
agent, and that since tha FBI was ay most appropriate contact, X should funnel 
response s to any questi ons through than. Mr. Jack son made a comment that he 

and ha was for 

soma input from ma. Ha didn't gat any. 


He than addad that he'd spoken to Jeff Garrish recently, and that Garrish was 
"absolutely astounded” that nothing more was aver dona criminally with 
4adison, beyond the Castle Grands transaction. Ha asked if ma if knew who 
lerrish was; X advisad him that yes, I knew Jeff Garrish, and no, X was not 
swara of Mr. Garrish's opinions ragarding tha prosecution of criminal actions 
>ut of Madison, and that X'd formed my own conclusions on that point, and 
:hat's where they would stay - my own. I than advisad Mr. Jackson that I did 
lot wish to discuss Madison Guaranty, and wa could change the subjact, or hang 
jp. Ha persisted, and X explained to him that X'd developed a respect for him 
luring tha past 2 1/2 years, and that out of respect for the working 
relationship we've previously had, X wasn't going to talk about Madison, we 
i hung up after a coridal goodbye. 


®I5 


To: 

Cc: 


Bee: 

Proa: 

Subjoet: 

Dm to: 

Attach: 
Certify: 
Forwarded by: 


Qioaas L. Hlndes#Legal-pls#RTCDC 
Jims R. Dudine#Oper-inv#RTCDC 
L. Richard Xorio#INVEST-l#RTCXC 
Clan A. Panrose# EXEC#RTCXC 
April A. Breslav#Legal-pls#RTCDC 
David G. Eisenstein#Legal-pls#RTCDC 
Rusaall P. Kaufman#Legal-Exec#RTCXC 
Philip J. Adams#LEGAL-PLS#RTCKC 

Julia P. Yanda#LEGAL-PLS#RTCXC 

Visit froa OCOS ra: Madison 

Wednesday, January 3, 1994 13:59:30 CSV 

M 

L. Richard X or iol INVEST- 1IRTCXC 



Consents by: L. Richard XorioO INVEST- lfRTCXC 

Forvardad to: Ua 0. Ausen# INVEST- URTCXC 

L. Jaan LavisfXNVEST-lfRTCXC 

Michaal X. Caron# INVEST- 19RTCKC 

Jana M. Jankowski#OLA#RTCXC, baa 

Connants: 

PYX. This is way out of lina. X hava already contacted WDC and 
filed a formal coaplaint. 


— (Original Massage) ———————— 

Today at 1:30 p.a., Russ Xaufnan and X raeaivad word that OCOS wanted to talk 
to us about the Madison Guaranty "investigation”. Ha net with raprasantativas 
>f both HOC and KCO OCOS: Leonard Nawnark (HOC) , Michaal Kohn (XCO) and a 
third individual whose naaa X eannot now reaeaber. Hhan Russ asked who had 
sent than to talk to us, Mr. Nawaark replied that it had bean his supervisor 
vho had sent than and who had instructed than to be "proactive" in dealing 
tfith the issues this case would raise. Mr. Nawaark indicated that they ware 
not conducting an investigation, but rather an "inquiry”. 

The first question they asked was who had Bade the criminal referral on 
lad i son Guaranty. Russ indicated that the referrals were made in accordance 
vith RTC policy and cosmitted to providing Mr. Kohn with e copy of the RTC 
no 1 icy • There was no further discussion of the referrals. 

rhe second series of questions they asked dealt with whet they characterized 
is "fitness and Integrity" Issues concerning the Rose Lev Pin. First, they 
isked what investigation PLS had done into the representations the Rosa Pirn 
tad aade to state regulators to convince the regulators that Madison should 
renain open. X replied that PLS only investigates Issues dealing with 
trofessional malpractice and that such inquiries would be aade only in the 
:ontext of conflict of Interests Issues involving outside counsel. X-then 
explained that this case was not regionalized and that April had served as the 
»LS attorney on this case. Second, they asked who was the FDXC "conflicts 
:c act" on this case. Third, they asked what information we had concerning 
:h audit report the Rose Firm had used to convince regulators that Madison 
hould renain open and then later relied upon in a malpractice claim against 
rest ft Co. Again, X told them that X had no information concerning these 
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Our discussion lastad no sort than 10 ninutas. Russ and Z than cal lad Richard 
lorio and discussad with his tha substancs of our conversation with OCOS. 
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Mr. James B. McDougal 
Chairman of the Board 
Bank of Kingston 
101 Public Square 
Kingston, AH 72742 

Dear Jim: 

Pursuant to your discussion with Hillary Rodham 
Clinton, X am enclosing herewith a copy of our firm 
statement, dated December 23, 1981, covering services 
rendered in connection with the matter of the First 
National Bank of Huntsville v. Madison Bank and Trust. 

Very truly yours, 

C. j. Giroir, Jr. 

CJGjrssg 

Enel. 
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IN ACCOUNT WIT* 


*OSC LAW FIRM 


1 10 CAST FOUND* CTACCT 
Umi ROCK. ARKANSAS 72301 
FMONK SOI 37SSI31 


Hr. Janos 8. McDougal 
Chairnan of tho Board 
Bank of Kingston 
Kingston, AB 72742 


Docsnbor 23, 1981 


T$m idntifitstion nmm Ut 7 10459614 


BOB LEGAL SERVICES AND PROFESSIONAL ADVICE 
rondorod by Vincont Foster, Jr. , Carol Arnold 
and Mary Ellon Russell subsequent to our 
billing dated Decenber 23, 1981 through May 
15, 1982 in connection with the matter of 
First National Bank of Huntsville v. Madison 
Bank and Trust! Madison Chancery IE-81-112—— 

COSTS ADVANCED SUBSEQUENT TO OUR BILLING DATED 
DECEMBER 23, 1981 THROUGH JULY 31, 1982s 

Long distance telephone $ 91.17 

Xerox charges 21.40 

Extraordinary postage 1.55 

Package delivery expenses 8.70 

Supreme Court Clerk 100.00 

Computer Research 92.70 

Trevathan Printing Company 580.10 

Total costs — 


CJG/sg 


$ 5,000.00 


8 893.63 


TOTAL FEES AND COSTS' 
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MEMORANDUM 

February 7, 1985 

TO: Governor Bill Clinton 

FROM: Jin McOougal 

Kathy called yesterday to ask for my recommendations for two people 
to fill the vacancies on the State Savings end Loan Board. 

For the industry position from the 2nd Congressional District, I 
recommend John Latham, who is chairmen of the board of Med i son 
Gueranty Savings and Loan Association. Mr. Latham is a CPA and a 
licensed attorney. He is a major contributor totyour campaign. His 
board /Jf directors is $01 Slack, giving his institution the largest 
minority representation of any financial institution in the state. 

For the consumer position from the 4th Congressional District* 1 
recommend Or. Jerry Kendall of Camden. Or. Kendall is a popular 
figure at Camden. Mis wife, Nancy from Magnolia, is widely end 
favorably know. Their complete support of your administration is 
a certainty. 

Dill, we are down to only about IS state chartered savings and 
loan institutions and I am about the only one around who has* any 
interest in this board. 

JRM/ss 
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December 12, 1984 


Nr. Ron Proctor 
Citizens Bank 
P. 0. Box 261 
Pltppin. Arkansas 72634 

Otar Ron: 


I have boon unsuccessful in trying to ntot with 
BUI and Hillary to sign tha note renewal. I 
have forwarded to then by messenger this morning 
the note and an envelope with which to forward It 
to you. 


tach month we will deposit into our account at 
Pllppin an amount sufficient to cover the monthly 


T hank you very much for your patience and tolerance 
in this matter. 



JIMcD/ra 


19524 
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MEMORANDUM 

April 18 . 1988 

TO: John lathaa 

PROM: Jla HcDoufal 

Z want this prafarrad stocic aattar cleared up iaaedlately as I 
naad to fo to Washlnfton to sail stocic. 

JM/ss 
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MEMORANDUM 


February If, 198) 


TO: John Lathaa 

PROM: J la MeOougsl 

SUBJECT : Harvey Bali Cara 



Ra want* ua to do a looting arrangement 
assign soasons to discuss this with hla. 


on ftis funeral ears, r least 
Nls nuaber Is 376-1600. 


Proceed with your Ides on the subordinated notes, 
a decision on Madison Bank 6 Trust. 


Vs need to aake 


X need to close on ay house loan and coaaerclal loan pronto I 
JM/ss 


15523 
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January 7, 1965 

MEMO 
TO: 

PROM: Jla 




1. Saa m about Stava Salt!) and Rolla Royea. 

2. You, Crag, and Z naad to dlaeuaa Saeurltlaa Lleansa. 
Plrat South haa ona on by lta Sarvlea Corporation. 

3. Ask Crag how va gat a aarkat aurvay for ahopping eantar. 

6. Va naad to talk about how to handla first payaant on tha 
90-day plan. 




Jla 

JM/db 


15624 
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July H, 

19S5 

TOi 

John lathaa 

FROM: 

Jla HeOougal 


1. This la poobably a geo* tlae to take la aoao 5-y«ar 
aonay cheap. Lat’a dlaeuaa ratta. 

2. X not* to know every thing you have pending before 
the Seeurltlea Coealaalon aa X Intend to get with Hillary 
Clinton within the neat few daya. 


JH/aa 


15525 
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INDEX TO TABS 

TAB A - December 9, 1993 letters from Congressman Leach to the 
Federal banking agencies requesting all documents related to 
Madison Guaranty Savings and Loan and its subsidiaries. 

TAB B - March 8, 1994 letters from Congressman Leach to the 
Office of Thrift Supervision (OTS) and the Resolution Trust 
Corporation (RTC) requesting access to all documents related to 
Madison Guaranty Savings and Loan and its subsidiaries, to 
prepare for the RTC Oversight Hearings. 

TAB C - March 10, 1994 letters from Chairman Gonzalez to the OTS 
and the RTC requesting that the agencies deny Congressman Leach's 
document request . 

TAB D - March 14, 1994 letters from Chairman Gonzalez to the 
Federal banking agencies and the RTC stating that the agencies 
need not answer questions concerning Madison at scheduled RTC 
Oversight Hearings. 

TAB E - March 1, 1994 letter copied to Congressman William 
Clinger. 

TAB F - Charts and other supporting documentation concerning 
Whitewater's losses to Madison. 

a . Charts 


* Total Arkansas State Chartered S&Ls from 1979 to 
1992 

* Madison Guaranty Rate of Growth 

* Asset Growth of Madison Guaranty 

* Payment of Clinton Loan by Madison Related Entity 

* Funds from Madison Financial Corporation to 
Whitewater 

* Funds Transferred from Madison Related Entities to 
the Whitewater Development Corporation 

b . Other Documents 

* April 17, 1985 Board of Directors Meeting Minutes 

* July 1, 1986 Memorandum from Jim McDougal to John 
Latham concerning status of Madison Marketing 

* February 3, 1994 letter from Congressman Leach to 
Roger Altman with attached staff memorandum on 
links between Madison and Whitewater 
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U.S. HOUSE OF REPRESENTATIVES 

COMMITTEE ON BANKING. FINANCE ANO URBAN AFFAIRS 
ONE HUNOREO THIRO CONGRESS 
212S RAYBURN HOUSE OFFICE BUILOING 
WASHINGTON. DC 208 15-4090 


December 9, 1993 
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Nr. Andrew C. Hove 
Acting Director 

Federal Deposit Insurance Corporation 
550 17th Street, N.W. 

Washington, D.C. 20429 

Dear Mr. Hove: 

I an writing In reference to the House Banking Committee Minority 
investigation of the failure of Madison Guaranty Savings and Loan 
(Madison) . As you know, Madison was taken over by federal 
regulators in March of 1989 and resolved by the Resolution Trust 
Corporation (RTC) in November, 1990. 

To assist in this investigation, I request that the Federal Deposit 
Insurance Corporation (FDIC) provide access to all documents 
related to Madison and its subsidiaries. Such documents would 
include, but not be limited to, administrative files, examination 
reports, interoffice memorandum, notes and minutes of meetings 
(including telephonic meetings), correspondence, electronic mail, 
and agreements the FDIC entered into with private sector firms to 
perform legal and other services related to Madison. In addition 
to documents in possession at FDIC-Washington, I request access to 
all documents related to Madison held at FDIC field offices. 
Furthermore, please provide the names and titles of all FDIC 
employees involved with the examination and supervision of Madison. 

Please have your staff contact Mike McGarry at 202-225-2258 to 
discuss arrangements to review the aforementioned documents as soon 
as possible. 

I appreciate your assistance and look forward to your cooperation. 


Sincerely, 



Ranking Member 


\S528 
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U.S. HOUSE OF REPRESENTATIVES 

COMMITTEE ON BANKING. FINANCE ANO URBAN AFFAIRS 
ONE HUNOREO THIRO CONGRESS 
2129 RAYBURN HOUSE OFFICE BUILDING 
WASHINGTON. DC 20315-4090 



December 9, 1993 


Mr. Joe Madden 
Commissioner 

Arkansas Securities Department 

Heritage West Building 

Suite 300 

201 Cast Markham 

Little Rock, Arkansas 72201 

Oear Mr. Madden: 

I as writing in reference to the House Banking Committee Minority 
investigation of the failure of Madison Guaranty Savings and Loan 
(Madison). As you know, Madison was taken over by federal 
regulators in March of 1989 and resolved by the Resolution Trust 
Corporation (RTC) in November, 1990. 

To assist in this' investigation, Z request that the Arkansas 
Securities Department provide access to all documents related to 
Madison and its subsidiaries. Such documents would include, out 
not be limited to administrative files, examination reports, 
interoffice memorandum, notes and minutes of meetings (including 
telephonic meetings), correspondence, electronic mail, and 
supervisory actions. Furthermore, please provide the names and 
titles of all State Securities Department employees involved with 
the examination and supervision of Madison. 

Please have your staff contact Mike McGarry at 202*225-2258 to 
discuss arrangements to review these documents as soon as possible. 

I appreciate your assistance and look forward to your cooperation. 


Sincerely 

JaraeaP A . Leach 
Ranking Member 

1529 
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U.S. HOUSE OF REPRESENTATIVES 

COMMITTEE ON BANKING. FINANCE ANO URBAN AFFAIRS 
ONE HUNOREO THIRO CONGRESS 
2129 RAYBURN HOUSE OFFICE BUILDING 
WASHINGTON. OC 20515-B050 

December 9, 1993 
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Mr. CrsKine Bowles 
Administrator 

Small Business Administration 
409 Third street, sw 
7th Floor 

Washington, DC 20416 
Dear Hr. Bowles: 

I am writing in reference to the House Banking Committee Minority 
investigation of the failure of Madison Guaranty Savings and Loan 
l Madison) . As you know, Madison was taken over by federal 
regulators in March of 1989 and resolved by the Resolution Trust 
Corporation (RTC) in November, 1990. 

To assist in this investigation, I request that the Small Business 
Administration (SBA) provide access to all documents related to 
Madison and its subsidiaries, the Whitewater Development 
Corporation, and Capital Management Services, Inc. Such documents 
would include, but not be limited to, administrative files, 
interoffice memorandum, notes and minutes and meetings (including 
telephonic meetings), correspondence, electronic mail, and loan 
applications and approvals. Furthermore, please provide the names 
and titles of all SBA employees involved with these entities. 

Please have your staff contact Mike McGarry at 202-225-2258 to 
discuss arrangements to review these documents as soon as possible. 

I appreciate your assistance and look forward to your cooperation. 


Sincerely 


ieii. 


James^A. Leach 
Ranking Member 
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U.S. HOUSE OF REPRESENTATIVES 

COMMITTEE ON BANKING. FINANCE ANO URBAN AFFAIRS 
ONE HUNDRED THIRD CONGRESS 
2129 RAYBURN HOUSE OFFICE BUIIOING 
WASHINGTON. OC 20919-4090 


December 9, 1993 
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Mr. Jonathan Fiechter 
Acting Director 
Office of Thrift Supervision 
1700 G Street, N.W. 

Washington, D.C. 20552 

Dear Mr. Fiechter: 

I am writing in reference to the House Banking Committee Minority 
investigation of the failure of Madison Guaranty Savings and Loan 
(Madison). As you know, Madison was taken over by federal 
regulators in March of 1989 and resolved by the Resolution Trust 
Corporation (RTC) in November, 1990. 

To assist in this investigation, I request that the Office of 
Thrift Supervision (OTS) provide access to all documents related 
to Madison and its subsidiaries. Such documents would include, but 
not be limited to, administrative files, examination reports, 
interoffice memorandum , notes and minutes of meetings (ineluding 
telephonic meetings), correspondence, and electronic mail. In 
addition to documents in possession at OTS -Washington, I request 
access to all documents related to Madison held at OTS field 
offices. 


Furthermore, please provide the names and titles of all OTS 
employees involved with the examination and suoervision of Madison 
as well as those who were assigned to work with the RTC when the 
institution was closed in 1989. 


Please have your staff contact Mike McGarry at 202-225-2258 to 
discuss arrangements to review the aforementioned documents as soon 
as possible. 

I appreciate your assistance and look forward to your cooperation. 

Sincerely, 

Jamfce^A. Leech 
Ranking Member 
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U.S. HOUSE OF REPRESENTATIVES 

COMMITTEE ON BANKING. FINANCE ANO URBAN AFFAIRS 
ONE HUNOREO THIRD CONGRESS 
2129 RAYBURN HOUSE OFFICE BUILOING 
WASHINGTON. 0C 20313-6050 


December 9, 1993 
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The Honorable Roger C. Altman 
Interim Chief Executive Officer 
Resolution Trust Corporation 
15th and Pennsylvania Avenue, N.w. 
Washington, D.C. 20220 


Dear .Mr. Altman: 

I am writing in reference to the House Banking Committee Minority 
investigation of the failure of Madison Guaranty Savings and Loan 
(Madison) . As you know, Madison was taken over by federal 
regulators in March of 1989 and resolved by the Resolution Trust 
Corporation (RTC) in November, 1990. 

To assist in this investigation, I request that the RTC provide 
access to all documents related to Madison and its subsidiaries. 
Such documents would include, but not be limited to, administrative 
files, examination reports, interoffice memorandum, notes and 
minutes of meetings (including telephonic meetings), 
correspondence, electronic mail, and agreements the RTC entered 
into with private sector contractors during the resolution of 
Madison. In addition to documents in possession at RTC-Washington. 
V re quest access to all documents related to Madison held at RTC 
field offices. Furthermore, please provide the names and titles 
of all RTC employees involved with the disposition of Madison. 

Please have your staff contact Mike McGarry at 202-225-2258 to 
discuss arrangements to review the aforementioned documents as soon 
as possible. 

I appreciate your assistance and look forward to your cooperation. 


Sincerely, 




JanesEA. Leach 
Ranking Member 
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Mr. Jonathan Fiechter 
Acting Director 
Office of Thrift Supervision 
1700 G Street, N.W. 

Washington, D.C. 20552 

Dear Mr. Fiechtsr 

I am writing in reference to the House Banking Committee's sta tutori ly mandated, mi- 
annual RTCOverrighx Hearings which are scheduled for the «td of March. As you know 
a ogjor area of overeighi at these bearings will be the failure and resolution of Mad is o n 
Guaranty Savings and Loan, Little Rock. Arkansas. Madison was taken over by Moral 
regulators in March of 1919 and resolved by the Reeohnioa Tnut Corporation (RTQ in 
November, 1990. 

As ranking Member of the House Banking Committee. I request thet the OTS provide the 
Committee with access to ell documents related to and its mba idlirlee. Members 

of the Committ e e will need access to this material to prepare for the »p»«w»«eg hearings and 
to perform their ongoing ovemght responsibilities. (As I am sue you are asm, 
d ocu ments provided to the Ranking Member arc available to the ae a whola 

under the Committee ndan)The documents requested would indude, but not be limitad 
to, sdmmii tratlvc files, examhunon reports, interoffice ootai and minuses 

of m ee tings (includin g telepfaoaie meedngi), co r r es po n dence, electronic and 
agreements the RTC entered into with private sector con tra ct ors during the resolution of 
Madison. In addition to documents in poamsaion it OTS- Washington, I request screes to 
all do cum ton related to Madiaoe held at OTS field offices. Furthermore, please provide 
the names and tides of all OTS employees involved with the supervision of Madison. 

Please have your staff contact Joe Seidel at (202)226-3241 or Mike McGaxry at (202)223- 
2231 to diacuss ar r a n n a ma ma to review the afttsa— toned docum ent! so on as poss ib le 

Aa you are aware, 1 here previously request* access to these dopants trust in 
performing other Coamitree fanedons. My final letMr eoacendng that request wee 
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forwarded yeatsday, March 7, 1994. If the agency decides to comply with that request, 
we will, of oourse, consider this request satisfied as wslL 

1 appreciate your assistance and look forward to your cooperation. 



Ranking Mamber 


JAL:jls 


cc: Henry B. Gonadal 

Committee on Banking, Finance 
and Urban Aflaixt 

2413 Rayburn Houae Office Building 
Wudagion, DC 20915 
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John E. Ryu 

Deputy Chief Executive Officer 
Resolution Trust Corporation 
101 - 17th Street. N.W. 
Washington. D C 20434 


Den Mr. Ryan: 


I am writing in rcfeieaea to the House Banking Committee’s statutorily mandated, sami-anmiai 
RTC Oversight Hearings which are sc hed ul ed for the end of Much. As you know, a major area 
of overnight at these hearings will be tha failure and molutioa of Madiaon Guaranty Savings and 
Loan. Little Rock, Arkansas. Madiaon waa taken over by federal regulators in March of 1919 
and resolved by the Resolution Trust Corp ora t io n (RTC) b November. 1990. 

As ranking Member of the House Banking Committst, I reguest that tha RTC provide the 
Committee with acces » all documents related to madison and its subsidiaries. Member* of the 
Committee will need actea to this mstehil to prepare for the upcoming beuinp and to per for m 
their ongoing oversight responsibilities. (As 1 tm sure you arc awwe, documents providad to the 
Ranking Member arc available to the Committee as a wholt under the Committes rules.) The 
documents requested would Include, but not be limited to, administrative files, examination 
reports, interoffice memorandum, notes tad minutes of meetings (including telephonic meetings), 
co w a po n d an ee, electronic mail, and a g r e e me nt! tha RTC entered into with private sactor 
co mm o n during the resolution of Madiaon. In addition to doctanaata in po sses sion at RTC- 
Washington, 1 request a cc e ss to all do cum e n ts related to Madison heU at RTC field offices. 
Furthermore, plane provide the names and tides of all RTC employees involved with the 
disposition of Madison. 

Please nave your staff contact Joe Seidel at (202)225*3241 or Mike McCarry at (202)223*2251 
to discuaa anraagamann to review the aforemantioned document* as soon aa poeaibta. As you 
are swan, 1 have previously requested access to these documents for use in performin g other 
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Committee fuooioos. My fliutl letter concerning that request, was forwarded yesterday, March 
7. 1994. If the agency decides to comply with that request we will of course, consider this 
request satisfied as well 

I appreciate you* assistance and look forward to your cooperation. 


Sincerely, 



JAL:jls 

cc: Henry B. Gonzalez 

Chairman 

Co amitt ea on Banking F inance 
and Urban Affairs 

2413 Rayburn House Office Building 
Washington, DC 20S1S 
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U S. HOUSE OP REPRESENTATIVES 

COMMUTES ON BANKING. FINANCE AND URBAN AFFAIRS 
ONC HUMORED TMIRO CONGRESS 
BUS RAYBURN HOUSE OFFICE BUHOING 
WASHINGTON. OC 20B1S-40B0 

March 10 , 1994 


Mr. Jonathan Piachtar 
Acting Dlractor 
Of flea of Thrift Supervision 
1700 G S tract, MV 
Washington, O.C. 20SS2 


Dear Mr. Piaehtart 



You have recently received letters from Congressman Jin Leach 
requesting aooess to all documents you possess concerning Kadlaon 
Guaranty Oavinga and Loan and its subs idler ias. Tha March 8, 1994 
latter states that, "Members of tha committee will need access to 
this material to prepare for the upcoming (RTC oversight] hearings 
and to par form thair ongoing oversight rssponsibilities." 

This letter is to inform you that the Banking Committee is not 
conducting an Investigation of Madison Guaranty Savings and Loan 
or related matters at this time. Mr. Leach's requssts do not 
constitute a Rule X or Rule XI investigation under tha House Rules. 
a hearing does not provide the basis for a member of Congress to 
obtain documents to which ha or she is not otherwise entitled. I 
will request any information needed by the Committee in order to 
prepare for any Thrift Depositor Protection Board Oversight 
hearings pursuant to section 2lA(k)(6) of the FHLB Act and will 
make it available to members of the Committee, as appropriate. 

I trust that you will give Congressman Leach's requests ths 
consideration they merit and extend to him the same courtesies you 
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U.S. HOUSE OF REPRESENTATIVES 

COMMTTTHE ON BANKING. FINANCE ANO URBAN AFFAIRS 
ONC •4UNOASO TWISO CONCAISC 
2121 RATBURN HOUSi OFFICE BUILDING 
WASHINGTON. OC 2091S-BOIO 

March 10. 1994 



John E. Ryan 

Deputy Chief Executive officer 
Resolution Trust Corporation 
SOI 17th Street. MV 
Washington. D.c. 20434 


Dear Mr. ftyant 

You havo recently received letters rroa congressman Jim Leach 
requesting eeoeee to all documents you possess concerning Madison 
Guaranty Savings and Loan and its subsidiaries. The March 8, 1994 
letter states that, •Members of the committee will need access to 
this neteriel to prepare for the upcoming [RTC oversiaht] hearings 
and to porform their ongoing oversight responsibilities. " 

This letter is to inform you that the Banking Committee is not 
conducting an investigation of Madison Guaranty Savings and Loan 
or related matters at this time. Mr. Leach's reguests do not 
constitute e Rule X or Rule XI investigation under the House Rules. 
A nearing doss not provide the basis for a member of Congress to 
obtain documents to vhlch he or she is not otherwise entitled, z 
will request any information needed by tht Committee in order to 
prepare for any Thrift Depositor Protection Beard oversight 
hearings pursuant to section 21A(k) (6) of the PHLB Act and will 
make it available to members of the Committee. »• appropriate. 

I trust that you will give Congreeeman Leach's requests the 
consideration they merit and extend to him the earns courtesies you 
would extend to any 
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WASHINGTON. DC 20519-6090 
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Mr. Andrew c. Hove Jr. 

Acting Chairman 

Federal Deposit Insurance Corporation 

Member, Thrift Depositor Protection Oversight Board 

550 Seventeenth Street, N.tf. 

Washington, D.C. 20429 

Dear Mr. Hove: 

You have previously been invited by letter dated March 3, 1994 
to appear before the Committee on Banking, Finance and Urban 
Affairs for the purpose of the semiannual appearance of the Thrift 
Depositor Protection Oversight Board. I expect that Republican 
members of the Committee may use the opportunity of the Oversight 
Board hearing to pursue extraneous matters, including Madison 
Guaranty Savings and Loan. Any questions regarding Madison 
Guaranty Savings and Loans, matters that are the subject of pending 
investigations by Special Counsel Fiske or other lav enforcement 
authorities, or other extraneous matters not specifically set forth 
in section 21A(k) (6) of the Federal Home Loan Bank Act or the March 
3, 1994 invitation letter will not be considered pertinent at the 
hearing and need not be answered by you. 

Z was the primary sponsor of the provision to require the 
Oversight Board to appear on a semiannual basis so that the 
Committee could oversee its activities. The recent appropriation 
of funds to the RTC, the management reforms, and FD1C-RTC 
transition measures required under Public Lav 103-24 clearly 
require the complete and full attention of the Committee in order 
to have a successful Oversight Board hearing. I intend to keep the 
hearing so focused. 

Z look forward to your March 24, 1994 appearance. 
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U.s! HOUSE OF REPRESENTATIVES 

COMMITTEE ON BANKING. FINANCE ANO URBAN AFFAIRS 

ONE HUNOREO THIRD CONGRESS 

,2129 RAYBURN HOUSE OFFICE BUILDING 
WASHINGTON. OC 20319-6090 

March 14, 1994 
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The Honorable Alan Greenspan 
Chairman, Board of Govarnors of tha 

Fadaral Reserve System 

Member, Thrift Dapositor Protaction Oversight Board 
20th and Constitution Avanua, N.w. 

Washington, D.C. 20551 

Daar Mr. Greenspan: 

You ha v* previously baan invited by 1 attar datad March 3, 1994 
to appear before. tha^ Committee on Banking, Finance and Urban 
Affairs for tha purposa of tha semiannual appearance of tha Thrift 
Dapositor Protaction Ovarsight Board. X axpact that Republican 
members of tha Committee may use tha opportunity of tha Ovarsight 
Board hearing to pursua extraneous matters, including Madison 
Guaranty Savings and Loan. Any questions regarding Madison 
Guaranty Savings and Loans, nattars that are tha subjact of pending 
investigations by Special Counsel Fi*k« or other law enforcement 
authorities, or other extraneous matters not, specif leal 1/ set forth 
in section 21A{k) (6) of the Federal Kona Loan BAnk Act or the March 
3, 1994 invitation latter will not be considered pertinent at tha 
hearing and need not be answered by you. 

X was tha primary sponsor of tha provision to require tha 
Ovarsight Board to appaar on a semiannual basis so that tha 
Committee could oversea its activities. The recant appropriation 
of funds to the RTC, tha management reforms, and FDIC-RTC 
transition measures required under Public Lav 103*24 clearly 
require the complete and full attention of tha Committee in order 
to have a successful Ovarsight Board hearing. X intend to keep the 
hearing so focused. 


X 
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Mr. Jonathan Flachtar 

Acting Director 

Office of Thrift Supervision 

Member, Thrift Depositor Protection Oversight Board 
1700 G street, N.W. 

Washington, D.C. 20552 

Dear Mr. Flechter: 

You have previously been invited by letter dated March 3, 1994 
to appear before the Committee on Banking, Finance and Urban 
Affairs for the purpose of the semiannual appearance of the Thrift 
Depositor Protection Oversight Board. I expect that Republican 
members of the committee may use the opportunity of the oversight 
Board hearing to pursue extraneous matters, including Madison 
Guaranty Savings and Loan. Any questions regarding Madison 
Guaranty Savings and Loans, matters that are the subject of pending 
investigations by Special Counsel Fiske or other lav enforcement 
authorities, or other extraneous matters not specifically set forth 
in section 21A(k) (6) of the Federal Hose Loan Bank Act or the March 
3, 1994 invitation letter vill not be considered pertinent at the 
hearing and need not be answered by you. 

Z was the primary sponsor of the provision to require the 
Oversight Board to appear on a semiannual basis so that the 
committee could oversee its activities. The recent appropriation 
of funds to the RTC, the management reforms, and FDIC-RTC 
transition measures required under Public Lav 103-24 clearly 
require the complete and full attention of the Committee in order 
to have a successful Oversight Board hearing. I intend to keep the 
hearing so focused. 

I look forward to your March 24, 1994 appearance. 



Henry B. Gonzales 
Chairman 
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The Honorable Lloyd Bantsan 
Sacratary of the Traasury 
Chairman, Thrift Dapositor 

Protaction Ovar sight Board 
1900 Pannsylvania Avanua , H.W. 

Washington, D.C. 20220 

Daar Mr. Sacratary: 

You have praviously baan invitad by lattar datad March 3, 1994 
to appaar and tastify bafora tha Committee on Banking, Financa and 
Urban Affairs for tha purposa of tha saaiannual appaaranca of tha 
Thrift Dapositor Protaction Ovarsight Board. That lattar spacifias 
in datail tha mattars to which you should diract your testimony. 
Z axpact that Rapublican mambars of tha Committee nay usa tha 
opportunity of tha Ovarsight Board haaring to pursua thair statad 
intarast in axtranaous mattars, including Madison Guaranty Savings 
and Loan. Any quastions regarding Madison Guaranty Savings and 
Loans, aattsrs that art tha sub j act of panding investigations by 
Special Counsel Fisks or other lav enforcement authorities, or 
other axtranaous matters not specifically sat forth in section 
2lA(k) (6) of tha Federal Home Loan Bank Act or tha March 3, 1994 
invitation will not be considered pertinent at tha haaring and need 
not be answered by you. 


X was the primary sponsor of the provision to require tha 
ovarsight Board to appaar on a saaiannual basis so that tha 
Committee could oversee its activities. The recent appropriation 
of funds to the RTC, the management reforms, and FDIC-RTC 
transition measures required under Public Lav 103-24 clearly 
require the complete and full attention of the Committee in order 
to have a successful Ovarsight Board haaring. Z intend to keep tha 
haaring so focused. 


Z 


look forward to your March 24, 1994 appaaranca. 
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Tha Honorabla Roger Altman 
Chief Exacutiva Officar 
Rasolution Trust Corporation 

Mambar, Thrift Depositor Protection Oversight Board 
801 17th Street , M.W. 

Washington, D.C. 20434 

Dear Mr. Altman: 

You have previously been invited by latter dated March 3, 1994 
to appear before tha Committee on Banking, Finance and Urban 
Affairs for the purpose of the semiannual appearance of the Thrift 
Depositor Protection Oversight Board. I expect that Republican 
members of the Committee may use the opportunity of the Oversight 
Board hearing to pursue extraneous matters, including Madison 
Guaranty Savings and Loan. Any questions regarding Madison 
Guaranty Savings and Loans, matters that are the subject of pending 
investigations by Special Counsel Fiske or other law enforcement 
authorities, or other extraneous matters not specifically set forth 
in section 21A(k) (6) of the Federal Home Loan Bank Act or the March 
3, 1994 invitation letter will not be considered pertinent at the 
hearing and need not be answered by you. 

I was the primary sponsor of the provision to require the 
oversight Board to appear on a semiannual basis so that the 
Committee could oversee its activities. The recent appropriation 
of funds to the RTC, the management reforms, and FDIC-RTC 
transition msasuras required under Public Lav 103-24 clearly 
require tho complete and full attention of the Committee in order 
to have a successful Oversight Board hearing. Z intend to keep the 
hearing so focused. 

I look forward to your March 24, 1994 appearance. 
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Over ilie period December 1979 to December 1992, the number of stock state-chartered 
thrifts in Arkansas declined from thirty-three, with assets of $961,002,000 to three, with 
assets of $146,072,000. (Source: OTS Documents) 
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Sources OT0 Documents 



Payment of Clinton Loan by Madison Related Entity 
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:r Development Corporation cheek leaden /Whitewater Development Ct 




Funds from Madison Financial Corporation to Whitewater 
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Trust Corporation records. 




Funds Transferred from Madison Related Entities to 
the Whitewater Development Corporation 
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MINUTES OF MEETING 

BOARD OF DIRECTORS 

MADISON FINANCIAL CORPORATION 
April 17, 1985 


The Board of Directors of Madison Financial Corporation 
met on April 17, 1985, at 1:00 p.m. at the offices of 

Madison Financial Corporation at 16th and Main Streets, 
Little Rock, Arkansas. All directors were present. The 
minutes of the previous meeting were read and approved 
as recorded. 

The first order of business, introduced by John Latham, 
was the matter of authorizing prepayment of Jim 

McDougal' s bonus. After a full discussion, the 

following resolution »as unanimously adopted, with Jim 
McDougal abstaining from the voting: 

"RESOLVED, that the Corporation pre-pay to Jim 
McDougal $30,000.00 of his annual bonus in 
recognition of the profits of the prior year, 
and that said bonus is to be paid directly to 
Whitewater Development." 

There being no further business, the meeting was 
adjourned. 

* 

£ 771 j t-Tcc. *aJL 

Chairman ' ' 
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Mr. Roger C. Altman 
Interim CEO 

Resolution Trust Corporation 
801 17th Street, NW 
Washington, DC 20434 

Dear Mr. Altman: 

I am in receipt of your February 1, 1994 response to the letter 
initiated by Senate Republican leadership concerning Madison 
Savings and Loan and I am pleased to learn that the RTC "will 
vigorously pursue all appropriate remedies'* with regard to 
Madison's failure. It seems self -apparent that in order for the 
RTC to pursue vigorously all remedies it must have all relevant 
information at its disposal. Accordingly, I urge the RTC to seek 
and review all Whitewater Development Corporation documents turned 
over by the White House to the Justice Department. 

In its investigation of Madison, the Minority has uncovered links 
between Madison and Whitewater, some of which may have contributed 
to the thrift's failure. Not only did James and Susan McDougal 
hold significant ownership interest in both entities (approximately 
two thirds in Madison and one half in Whitewater) , but the other 
joint owners of Whitewater (Bill and Hillary Clinton) appear to 
have benefited directly and indirectly from the application of 
Madison resources. [See the attached nemo.] 

If the White House chooses to use the Justice Department to shield 
Whitewater documents not only from the public and Congress, but 
from other government agencies, such as the RTC, which have 
legitimate public lav enforcement responsibilities, it is hard to 
believe a responsible resolution of the issues involved can be made 
by regulatory authorities. 

I have high regard for your personal integrity, but as you know, 
from the beginning, it has been an awkward situation to have a 
presidentially appointed and confirmed officer of the Treasury 
Department also head an independent federal agency, the Resolution 
Trust Corporation (RTC) . When this prospect was first suggested at 
the beginning of the Clinton Administration, it did 
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not strike the Minority as overly unreasonable for a month or two 
given the fact that no RTC head had been selected. 

However, it has been over a year since the Administration has been 
in office and it can only be described as structurally unseemly for 
a political appointee of an Executive branch department to make 
what are in effect, law enforcement decisions for an independent 
federal agency as they may touch upon the President. 

Accordingly, I would urge that you request from the Department of 
Treasury's General Counsel and Ethics Office advice as to whether 
you, as interim CEO of the RTC, are obligated to recuse yourself 
from any decisions concerning the resolution of Madison Guaranty. 
Just as the special counsel law was designed to relieve the 
Attorney General from an ethical dilemma of being both chief law 
enforcement officer for the nation and chief legal advisor to the 
President in circumstances when the President or a high level 
Administration officer is the subject of investigation, so it would 
appear ethically questionable for a political appointee of the 
Department of Treasury to make decisions for an independent federal 
agency when the President may be implicated in enforcement and 
civil actions. 

In this regard, it should be clear that the issue is not whether a 
presidentially appointed official can oversee an investigation 
involving the President. Rather the issue is that officials with 
this responsibility should be confirmed for the job with that 
particular accountability. As you will recall it was a political 
appointee confirmed by the Senate that issued a cease and desist 
order for engaging in conflicts of interest against the son of a 
former President. 

As you know, despite your strong letter to the Chairman of the 
House Banking Committee recommending against extension, Congress 
last year extended the statute of limitations for civil lawsuits 
brought against S&L wrongdoers. As you pointed out in your most 
recent letter, this extension "has afforded the RTC an opportunity 
to investigate further any civil claims which may be asserted 
against individuals or entities associated with Madison Guaranty 
for fraud, intentional misconduct resulting in unjust enrichment, 
or intentional misconduct resulting in substantial loss to the 
institution." Given, however, the impending running of the statute 
of limitations for certain kinds of actions, time is clearly of the 
essence for the RTC to make judgments about civil accountability in 
the failure of Madison. 

Finally, I would like to reiterate my request, pursuant to Rules X 
and XI of the House Rules for all documents related to Madison 
Guaranty Savings and Loan, Little Rock, Arkansas. As you know, 
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on December 9, 1993, I wrote the RTC requesting access to all 
documents related to Madison Guaranty and its subsidiaries. 

House and Committee Rules, House practices, and judicial precedent 
support the proposition that the Ranking Minority Member is the 
functional counterpart to the Chairman for Committee action. This 
being the case, a request for documents made by the Ranking 
Minority Member has parallel standing with a request made by the 
Chairman of the Committee. The Ranking Minority Member clearly has 
a voice in the process and is entitled to information that will 
enable the Ranking Minority Member to carry out his 
constitutionally mandated oversight responsibilities. 

Therefore, the courtesy of a definitive reply to this document 
request is requested by 12 noon, Monday, February 7, 1994. On this 
matter, it is urged that you also consult with the Ethics Office as 
to the relevance of the previously discussed recusal issue. 

Again, let me stress that to the degree a conflict situation may 
exist in this matter in no way reflects on your personal integrity. 
It is simply an awkward circumstance in contrast to a personal 
embarrassment. 


Sincerely, 
Ames a. leach 

RanMng Member 


JAL:gp 

Enclosure 
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MEMORANDUM 


TO: Congressman Leach 

FROM: Banking Minority Staff 

RE: Madison Guaranty ("Madison") 

In reviewing documents related to Madison in the possession of 
Minority Banking , we have come across material which may indicate 
direct payment of a loan of Bill Clinton's by Madison through a 
subsidiary* 

Since the Minority's investigation is concerned with the possible 
misuse of federally insured funds to assist Whitewater and/or the 
former Governor, we thought we should share the following 
information with you. 

SUMMARY 

Based on documentary evidence available to the Minority, it 
appears that Madison Marketing served, in at least one instance, 
as a conduit of funds from Madison Guaranty to Whitewater and 
Governor Clinton. If this is correct, it would appear that 
insured funds from the failed Madison Guaranty were diverted and 
directly benefitted the Governor and his investment in 
Whitewater, a claim Clinton had denied. 

DOCUMENTATION 

* In 1983, Bill Clinton obtained a loan from Security Bank of 
Paragould, Arkansas for approximately $20,800 (loan #975- 
58S, Bill Clinton). The money from this loan was used to 
pay off the remaining balance of a loan at Madison Bank and 
Trust of Xingston, Arkansas that was provided for the 
purpose of constructing a modular home on lot #13 at 
Whitewater Estates* The loan at Madison Bank was provided 
in 1980 to Hillary Clinton in the amount of $30,000* 

* On November 8, 1985, James McDougal sent a letter 
accompanied by a check to Charles Campbell, Vice President 
of Security Bank of Paragould, for $7,322.42* The letter 
from McDougal states that the check is principal and 
interest payment on "Note #957-585, Bill Clinton* " [Note: 

It appears that the loan number is a typographical error 
with the superimposing of numbers 5 and 7 in the first three 
digits.] 
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* The check McDougal enclosed with his letter to Mr. Campbell 
is a Whitewater Development Corporation check dated November 
7, 1985. The loan number referenced on the memo portion of 
the check is "Note /975-S05." 

* According to the check ledgers for the Whitewater 

Development Corporation (WDC) , the corporation's checking 
account had the following balances: $189.50 on 10-10-85; 

and, $12.49 on 10-31-85. However, in order to cover the 
payment of $7,322.42 on the Clinton loan, a deposit is 
recorded on November 8, 1985 in the amount of $7,500.00. 

The deposit is listed as coming from "Madison Marketing." 

* A 1986 Federal Home Loan Bank Board exam gives the 
impression that Madison Marketing was largely a sham 
corporation used to divert federally insured resources to 
insiders. The exam notes that "Until 1986, Susan McDougal 
owned Madison Marketing." The report also states the 
following: 

"Madison Marketing is paid for doing all the general 
advertising for Madison Guaranty and most of the 
advertising for Madison Financial's land development 
projects. All of Madison Marketing's business is 
derived from Madison Guaranty or its subsidiaries. 

Since 1983 these payments total $1,532,000." 

"Given the evidence of Madison Marketing's invoices, it 
is questionable how much of these advertising services 
are actually performed by the firm. The actual work 
. . . appears to be performed by others. It would appear 
that Madison Guaranty could have an employee perform 
similar work for much less money." 

"Mr. Latham [an officer of Madison] stated that Madison 
Marketing made no payments to any stockholders. This 
statement is false. As part of a test for such 
payments, the examiners discovered two remittances from 
Madison Marketing to Susan McDougal [a large 
stockholder of Madison] which total $50,000. This was 
a test, and there may be additional payments." 

CONCLUSION 

Given the above circumstances, it would appear that federally 
insured deposits (i.e., funds from Madison Guaranty through 
Madison Marketing), which, with the later failure of Madison 
became, in effect, taxpayer obligations, were transferred for the 
direct personal benefit of the former Governor. 

The above payment also raises the question of whether Whitewater 
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was treated as an affiliate or related interest of Madison 
Guaranty and therefore subject to conflict of interest statutes. 
From a legal perspective, it could be argued that the McDouga-ls' 
controlling interest in Madison Guaranty and their substantial 
ownership interest in Whitewater could qualify Whitewater as an 
"affiliate" of Madison Guaranty. Even if Whitewater is not 
considered a subsidiary, related interest, or affiliate of 
Madison Guaranty, such an extension of funds to a presumably 
"unaffiliated" entity would be very unusual and suspect. 

It has been publicly reported, with respect to this loan 
repayment, that both Whitewater and the Clintons took a tax 
deduction related to interest paid on the same loan — which the 
Clintons later recognized as improper double deduction after an 
article ran in the Mew York Times , what remains unclear is the 
larger question of whether the funds provided by Madison to 
reduce the Clinton's liability were proper or properly reported 
as income for income tax purposes. 

As you know, we have received broad hints from within the RTC 
that the agency has had under review money transfers from Madison 
to Whitewater. We will not know whether this type of activity 
was more pervasive and part of a larger pattern unless, and 
until, the agency provides us the documents ve have requested. 

If Madison provided any direct or indirect assistance to 
Whitewater, presumably half the value of such would redound to 
the advantage of each of the half owners. In any regard, the 
above money transfer underscores that then Governor Clinton had 
personal liabilities reduced by a payment from Madison. Such 
payment presumably carries ethical as well as tax implications 
and is part and parcel of the $47 to $60 million estimated 
taxpayer loss at Madison. 

Attachments 
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PC. jO 670 PARAGOULO. ARKANSAS 7 2450 
501- 239- 9571 


September 30, 1983 


Governor Bill Ginton 

1800 Center 

Little Rock, AA 722QS 

Dear Governor Clinton: 


Enclosed is a copy of our check 112677 in the amount of 
$20,800.00 representing the proceeds of your note. The 
original was mailed to: Madison Bank 6 Trust, Kingston, 
Arkansas. 


Siiicsj-ely. 


Charles D. Campbell 
Vice President 


CDC/lam 



Security Bank 

p • O. BOX B*7 0 

PARAGOULO, ARKANSAS ,,,,, 


N? 12fi77 


9-30 
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PAY 
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CAOtAQ# * 


Madison Cank < T*ust ^ ^ 


:R ^ — cecds for Gov. Bill n> n 
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S 23.800.Qfl 


NOT NEGOTIABLE 
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JIM McDOUGAL 
P. 0. Box 1583 
little Rock, Arkansas 72203 
November 8, 1985 


Mr. Charles D. Campbell 
Vice President 
Security Bank 
P. 0. Box 670 
Paragould, Arkansas 72450 

Re: Note #957-585, Bill Clinton 

Oear Mr. Campbell: 

Enclosed is a White Water Development Corporation check 
for $7,322.42, representing principal payment of $5,000 
and interest payment of $2,322.42, on the above note. 

Thank you for your attention to this matter. 

Sincerely, 

Jim McOougal 



JM/ss 

Enc 
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7. John UlhiM tt «U rtlavant t;sas *«» t*# Pr*«;d«nt i*d 
CMaf Lxacut l v« Offlcac of Madison Guaranty and a staosr of ;:s 
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MFC. 
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F—Jeral ll»*« loan Bank Boird 
RtFORT Or ESAMIftAflON 
COIHtHTS 


fcv'C ••••« 

n.ni 


Informal ion (pncprnlni the Inst i t ue I on * « policies, pi.ietlcei jt«*l c ion . 
considered to h* of supervisory Interest or concern, Is shown b.*low. 

A. Object ionable Conflicts of Interest 

Conflict* of interest involving James HcOoof.il. Susan .'IcOnnril, a»»*« William 
Henley have been detrinrne.il to the safety md soundness M the Insti- 
tution. These individuals are in control of the Institution (M.«di«on 
Guaranty) through their stock ownership. Jawet McDougal owns 61.5" nf tin 
outstanding Madison shires. His wife, Susan McDougsl, owns l?.6X, and her 
brother , Uiltiam llenl»v owns 8.52. In addition tn his owner rh ip control. 
Hr. IlcOougil , as riesident of the Institution's subsidiary (Madison 
Financial ) . has complete control of the land development projects discussed 
in comment 8. 


this root r O I •••tabled Mr. McPougal to structure the devcl-nment and 
financinr of Hie proi-cts *o that substantial cash payment s could be 
diverted to himself, Cusan McDoupal , William llenlev and others. there 
payments have directly benefited these individuals, but Madison Guaranty 
has received little or notltiug in return. though they have been structured 
to mid specific Insurance Regulations, these payment s are contrary to the 
general policy of the filLBB concerning conflicts of interest is stated in 
Insurance Reyn lit ion Wl.l and FHLBB Memorandum R-I*a. 

Mauv of these payments have been funueled through hnsiness entities which 
ar ■ owned or contiolled hy the Mcllougal*. employees, relative* of 
employee^, or close friends nf the McOourals and llenluy. In the report, 
reference will he made to these individuals as the •IcDnupal -Henley Group, 
though the activities of these business entities may be appropriate for a 
savings end loin inetitutinn to perform, the advantap.es associated with 
these activities accrue to the McOougals and Henley, rather than Madison 
Cu.irauty. As such, these arrangements are contrary tn the Flll.RB's policy 
concerning .appropriations of corporate opportunity as explained hy 
Insurance Regulation 5M.B. 


Mr. McDougal stated that there were no violations nf the muflict nf 
interest regulations. 

There ar- several of these business entities, none of whi«h are disclosed 
on the Csvsinat ion Management questionnaire. The invest igat ion «f rh»*e 
businesses remains incomplete. For example, the imuunt nf Madison Cmranty 
lean proceeds |ning to many nf the entities is unknown. Fntc.sl 
Mnttve i .wers have been pranced; in this rase, under Wtion „f 

th- list tonal Housing Act. Current findings, with respect to three of the 
more important business entities, are discussed below. 

1 • j*«dl s ow Real *st»tr 

V*llT n r i**^7 C 4 * # ri,? * • •> MadSsnn Real F.sisie ,.|||„. 

r-V.T *7 N».«ei.ar, development,. these ,vmi Ui'.., „ . T. 

h,«' M *,.l .h.ckln, f'S 

»■**' "'*• .in.., ' r -'T'" 1 ’ 

"”* *• * "*~ b «*"« »«« *r Hui.... 
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» . ■ 
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.* ’".li .rV""’ *' '»•*• 

uswer McOougal -n^nley Group membe,, „7" »o«.„e laud *.a|«,. 
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Payment of Clinton Loan by Madison Related Entity 
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Source: Whitewater Development Corporation check ledger* /Whitewater Development Corporation cancelled checks 
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MEMO 


July 1* 1986 


TO: John Latham 

FROM: Jim McDougal 

MADISON MARKETING 

When the service corporation undertook its first land development 
project in the spring of 1983, it was determined to primarily 
advertise the home sites through the use of television. The firm 

of Rothman and Lowery was retained as Madison's advertising 
agency. Because her education is in speech and drama, Mrs. 

McDougal assisted in preparation of copy for the commercials, 
appeared in the commercials, and assisted in editing the 
commercials. She either wrote or rewrote ail newspaper copy to 
advertise the subdivision. Until the summer of 1984, the 
corporation undertook the development of other subdivision in 
addition to Maple Creek Farms. 

During this period the creative audio and visual quality of the 
production produced for the media by Rothman and Lowery 

progressively deteriorated. Additionally, the firm freauently 
made mistakes as to the placement of advertising or omitted to 
place advertising when instructed to do so. 

In late summer 1984, af ter advising the board of directors of the 
savings and loan and after seeking the legal opinion from counsel, 

Mrs. McDougal formed Madison Marketing. She undertook, with hired 

assistants, the writing of copy, taping of spots, and placement of 
advertising for both the savings and loan and the service 
corDoration. For the work she received exactly the same fee wnicr. 
had been paid Rothman and Lowery, with the exception of the fact 
that she did not charge for production of television spots or the 
writing of newspaper copy. 

Additionally, she negotiated a much lower race structure with the 
television stations than the company had been paying when the aas 
were placed through Rothman and Lowery. In Late January, .935. 
Mrs. McDougal permitted Madison Marketing to become a subsidiary 
of Madison Financial Corporation. Because Madison Marketing was 3t 
this point a "recognized agency" by the electronic- media, *.nis 
resulted in Madison Financial Corporation receiving the 15 percent 
discount normally given advertising agencies. Mrs. McDougai 
continues to perform all the aforementioned duties in connection 
with the company's advertising at no fee. 


1 
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- Memo, John Lath am/ Jim McDougal 
July 1, 1986 


MADISON REAL ESTATE 

When initial sales began at Maple Creek Farms in April of 1983, 
the listing broker was Perryman Realty Company, Inc. Mr. Perryman 
had, at this time, other interests including his own subdivisions. 
This prohibited his devoting the seven days a week necessary to 
the sales effort then under way at Maple Creek Farms and his 
listing was terminated. 

Some of Mr. Perryman's better salesmen desired to remain at Maple 
Creek and continue selling. However, Arkansas law requires that 
real estate salesmen be under the direct supervision of a licensed 
real estate broker. Mrs. McDougal holds a valid broker's license. 
In 1983, her license was held under the name "McDougal Real 
Estate" although she was not actively involved in the sale of 
real estate at this time. 

Upon the termination of Mr. Perryman's activities, Mrs. McDougal 
changed the name of her real estate company to " Madison Real 
Estate Company". Madison Real Estate became a wholly owned 
subsidiary of Madison Financial Corporation. From that time until 
the present, Mrs. McDougal has performed the duty of supervision 
broker for the various salesmen working for Madison Real Estate. 
Although it is normal practice that the supervising broKer 
receives at least thirty percent of commissions generated by :he 
salesmen under their supervision, Mrs. McDougal charged no such 
fees. The only fees Mrs. McDougal has received from Madison Real 
Estate are fees for sales she made personally. 

SORENSON ENTERPRISES 

'orenson Enterprises is a soie proprietorship owned by :r:.< 
Sorenson. Mr. Sorenson is a general contractor engaged .n 
construction and landscaping work. He built the sales office izr 
the subdivison at Camden known as Creentree Farms. He also built 
the sales office at Fair Oaks. At several of our subdivisions . n 
.southern Arkansas, he supervised the painting and erection jf 
signs in entrancewavs . He employed in these subdivisions a crew 
o f men engaged in selective clearing of trees, planting of grass, 
ana the general beautification of the subdivisions. Concurrent 
with this activity, Mr. Sorenson was engaged in building houses 
for other persons unrelated to this company. 

3ecause of the observed quality of his workmanship, he was placea 
under Mr. Dutton's command at Little Rock, and given the 
responsibility of constructing or making additions to various 
houses at Maple Creek Farms owned by the company. Vhen the 
comoany undertook the development of Castle Grande Estates, an 
arrangement was negotiated with Mr. Sorenson whereby for a flat 
monthly fee he would suoacvisa th« assembling o€ ths -soduLsr 
houses and these duties involved the preparation of footings ana 
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Page 3 - Memo, John Latham/Jim McDougal 
July 1, 1986 

foundations, the adding of brick trim, and supervision of 
correcting any defect in the workmanship of the house, and 
supervision of the installation of central air conditioning and 
utilities • 

MADISON PROPERTIES 

Madison Properties assets consists primarily of a very large 
masonary building located on several acres with two producing gas 
wells in Madison County just south of the county seat of 
Huntsville. Madison Properties has no connection to Madison 
Guaranty Savings and Loan or Madison Financial Corporation. 

MASTER DEVELOPERS 

Three stockholders are working in conjunction with the development 
of 59 acres located on 145th Street. Two stockholders have 
extensive experience in real estate development and sales. These 
individuals have engaged in exhaustive market research to 
determine immediate commercial use for subject property. Their 
feasibility and marketing studies indicate the immediate need for 
a fast-food outlet to serve the several hundred industrial and 
service employees presently employed within 1,500 feet of subject 
location. There is no such outlet within several miles to serve 
the heavily populated suburban areas surrounding the property. 
Additional trade is anticipated from traffic generated by the 
freeway which services the location. 

For the same reasons outlined above, need is indicated for a 
convenience store and gasoline outlet. As mentioned above a 
convenience store is esential to the successful sale of 
residential lots. Roadrunner, Incorporation, a highly successful 
Arkansas based convenience store and gasoline outlet franchiser, 
has conducted an extensive market survey which has concluded that 
such a facility located on subject propertv would be successful. 
Two of the principals of Master Developers have arranged for 
separate financing to erect such a facility. 

Also, negotiations are far advanced for the sale of two acres ar 
the property to a building supply and insulation firm. 

The preliminary master development plan for the business park :o 
be created is completed and a copy is attached. 


ISLAND CONSTRUCTION 

The lots at Campobello which were under development last year, 
were so heavily overgrown with spruce trees and other foliage, 
thee our sales people were finding it difficult to walk -*■ 
prospects from the road to the ocean therefore, greatly in** ' 
the sale of frontage lots. 


3 
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Page 4 - Memo, John Latham/Jim McDougaL 
July 1, 1986 


Additionally, the density of the foliage prohibited a view of the 
ocean from the interior Lots lying immediately behind the ocean 
front lots, thereby diminishing the value of those lots because of 
this lack of view of the water. 

Initially, unsuccessful attempts were made to employ timber 
cutters with chain saws to selectively clear the ocean front lots. 
This process proved too slow and too costly. When it was 
determined that lot preparation could not keep pace with sales 
using this method and further determined that this process 
distracted from the beauty of the lots because it left them 
covered with stumps, another solution was sought. 

Mr. Randolph, who was thoroughly familiar with the use of 
mechanical methods employed by the company to prepare lots for 
sale and who had had extensive experience working in various 
subdivision owned by the company, was asked to come to Campobello 
to devise a method of overcoming this landscaping and marketing 
problem. Upon his arrival he immediately leased the proper bull 
dozer for such work and trained bull dozer operators living on the 
island as to the proper method of selectively clearing the lots and 
removal of the rsulting debris from the lots. Direct correlation 
by the increasing sales and his arrival is easily demonstrative. 
For example, every lot he caused to be prepared in his first week 
of work was sold that weekend. His additional duties involved 
building driveways which permitted access from the main 
thoroughfare through the lot to the water's edge. 

The company owns a large tract of land abutting the highway 
immediately at the entrance to the island. Our predecessor in 
title had cut the timber from this tract some years ago. When 
this sort of clear cutting occurs on that island, a large bushy 
plant, which is quite unattractive, grows to a great height and 
has an especially virulent root system which inhibits its removal 
effectively even by a bull dozer. Mr. Randolph purchased a new 70 
horsepower tractor then attached a device known as a "tree eater" 
to be used in the eradication of this plant. This method was 
effectively employed and the entrance to the island again 
beautified so as to make the ocean visible, thus greatly 
enhancing the value of our entire property. Mr. Randolph left the 
tractor he purchased at Campobello where it is in use until this 
time. Personnel he trained in the proper method of beautification 
of our property are continuing the process this year with very 
beneficial effects. 

JM/ss 

Att 





3254 


ADDITIONAL SUPPORTING 
DOCUMENTATION 
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STATEMENT OF THE HONORABLE JAMBS A. LEACH 
INDEX OF SUPPORTING DOCUMENTS 1 
MADISON GUARANTY 8AVING8 AND LOAN 
MARCH 24, 1994 


1. Notes of Conversation between L. Jean Levis and April Breslav, 
February 2, 1994. "(T)he 'head people', would like to be able 
to say that Whitewater did not cause a loss to Madison, but 
the problem is that so far no one has been able to say that to 
then.” Describes losses to Madison caused by Whitewater. 

2. Board of Directors Minutes, Madison Financial Corporation, 
April 17, 1985. "RESOLVED, that the Corporation pre-pay to 
Jim McDougal $30,000.00 of his annual bonus in recognition of 
the profits of the prior year and that said bonus is to be 
paid directly to Whitewater Development." 

3. Application for Registration of Fictitious Name, Applicant — 
Madison Financial, Fictitious Name — "Madison Marketing" 
(July 25, 1986). 

4. .Chronology of Criminal Investigation. 

5. Letter of September 1, 1992 from L. Richard Iorio (RTC-KC) to 
Steve Irons (FBI) transmitting criminal referral. 

6. Letter of September 1, 1992 from L. Richard Iorio (RTC-KC) to 
Charles A. Banks (DOJ) transmitting criminal referral. 

7. RTC Internal Memorandum, May 3, 1993. Background remarks and 

conversation with AUSA Bob Roddey's office re: Madison 

Guaranty Savings referral. 

8. RTC Internal Memorandum, May 19, 1993. Additional 

conversation with Office of Legal Counsel for U.S. Attorney's, 

. U.S. Justice Department, Washington, D.C. No record of 
Madison criminal referral at Washington DOJ. 

9. RTC-KC E-Mail, May 19, 1993. Madison matter forwarded to 
Donna Henneman in "Legal Counsel." Referral submitted to that 
office "because of the political ramifications and political 
motivations." 

10. RTC-KC E-Mail, May 26, 1993. Follow-up call from Donna 

Henneman (DOJ) . RTC advised by an FBI agent in Little Rock 
that it was a "very solid case of check kiting, and was highly 
prosecutable.” Henneman was growing increasingly frustrated 
by the situation, because she had seen the information, knew 
that it had come in, and couldn't understand why she was 


1 Previously unreported information relating to the 
prosecutorial strategy of criminal referrals has been redacted. 
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having such a hard time tracking vhera the referral and 

exhibits had gone. 

11. RTC-KC E-Mail, June 8, 1993. Conversation with Donna Henneman 
(DOJ) . Madison Referral has reappeared on her desk. Criminal 
Division has sent memo to Doug Frazier (in Depty Atty General 
Heyman's office) advising him that there was "no identifiable 
basis for recusal of the U.S. Attorney in the Eastern District 
of Arkansas." Referral sent to Frazier for reviev and final 
decision. 

12. RTC-KC E-Mail, June 23, 1993. Conversation with Donna 

Henneman (DOJ). Package returned from Frazier. Frazier 

appointed U.S. Attorney in Florida. 

13. RTC-KC E-Mail, June 23, 1993. Further Conversation with Donna 
Henneman (DOJ) . Spoke with Doug Frazier. Decision made to 
return the referral back to the Arkansas U.S. Attorney. No 
basis for recusal. 

14. RTC-KC E-Mail, June 29, 1993. Source indicates Madison 

referral has been returned to Little Rock. Acting U.S. 
Attorney will not act on referral. It is being held until 
U.S. Attorney designee Paula Casey takes office. 

15. RTC-KC E-Mail, September 23, 1993. Conversation with Donna 
Henneman (DOJ) • Washington DOJ would like to be copied on all 
future transmittal letters concerning Madison referrals with 
an additional one paragraph summary of the content of the 
referrals with the transmittal letters, so that Henneman will 
be aware of those with "sensitivity issues." 

16. RTC-KC E-Mail, September 29, 1993. Conversation with Donna 
Henneman (DOJ) . DOJ would like copies of all future Madison 
referrals sent to Washington in addition to sending to U.S. 
Attorney in Little Rock. Henneman will confirm this in 
writing. 

17. RTC-KC E-Mail, September 29, 1993. Conversation with Donna 
Henneman (DOJ) • Washington DOJ withdrawing request for 
referrals to be sent directly to Washington, but would still 
like copies of transmittal letters with addendum summary 
paragraph. 

18. RTC-KC E-Mail, October 26, 1993. Conversation with fdic- 

Memphis concerning Exam. Reports. 

19. RTC-KC E-Mail, October 27, 1993. Conversation with Donna 

Henneman (DOJ) • Inquiry on whether declination letter had 
arrived from Little Rock U.S. Attorney. 

20. Letter of October 27, 1993 from Paula J. Casey (U.S. Attorney) 


i«ra 
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to L. Jean Levis (RTC) . Declination letter on the Madison 
referral. 

21. Letter of November 1, 1993 from L. Jean Levis (RTC) to Paula 
J. Casey (U.S. Attorney). Confirmation of declination letter 
and the stipulation from October 27th letter that the matter 
vas concluded prior to the beginning of Paula Casey's tenure 
and that the RTC had never been advised of such result. 
Chronology of correspondence betveen RTC and DOJ. 

22. RTC-KC E-Mail, November 10, 1993. Notice of nev RTC lead 

investigator on Madison. L. Jean Levis removed as lead 
investigator. "The Povers That Be have decided that I'm 
better off out of the line of fire ..." 

23. RTC-KC E-Mail, November 15, 1993. Transmittal of vhite paper 
outlining chronology of events related to 1992 Madison 
referral. Challenges nevs article indicating that decision to 
decline Madison referral had been prior to Paula Casey's 
appointment. 

24. RTC-KC E-Mail, November 15, 1993. Discussion of meeting vith 
Donald MacKay. "He's coming here to evaluate us, our work, 
and to try and decide just hov good this case is, and hov he 
can best deal vith a very sensitive political situation.” 

25. Letter of December 21, 1993 from Michael Caron (RTC) to Bill 
Houston (FDIC-Memphis) • Seeking information on banks involved 
in loan svapping. 

26. RTC-KC E-Mail vith attachment, January 6, 1994. Discussion of 
contact vith reporter. 

27. RTC Memorandum of January 14, 1994 from Jack Ryan to RTC vice 
Presidents and Assistant Vice Presidents. Requirement that 
the collection and distribution of all information and 
material responsive to requests concerning Madison be 
coordinated through RTC-Washington. 

28. RTC-KC E-Mail, January 25, 1994. Establishment of Madison 
review team. 

29. RTC-KC E-Mail, February 7, 1994. Conversation vith Little 
Rock U.S. Attorney's office. "(H)e'd spoken to Jeff Gernsh 
recently, and that Gerrish vas 'absolutely astounded' that 
nothing more vas ever done criminally vith Madison, beyond the 
Castle Grande transaction. 

30. RTC-KC E-Mail, January 5, 1994. RTC Washington review of 
Madison investigators. Response memo from supervisor stating, 
”FYX. This is way out of line. Z have already contacted woe 
and filed a formal complaint." 


\S380 
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31. Letter of October 10, 1983 from C.J. Giroir, Jr. (Rose) to 
Janes B. McDougal. Pursuant to discussion with Hillary 
Clinton enclosing a billing for Madison Bank & Trust dated 
December 23, 1981. 

32. Memorandum to Governor Bill Clinton from Jim McDougal, 
February 7, 1985. "Kathy called yesterday to ask for my 
recommendations for tvo people to fill the vacancies on the 
State Savings and Loan Board. ... Bill, ve are down to only 
about 15 state-chartered savings and loan institutions and I 
am about the only one around who has any interest in this 
board.” 

33. Letter of December 12, 1984 from James B. McDougal (Whitewater 

Development Co. ) to Ron Proctor (Citizens Bank) . ”1 have been 

unsuccessful in trying to meet with Bill and Hillary to sign 
the vote renewal. I have forwarded to them by messenger this 
morning the note and an envelope with which to forward it to 
you. Each month we will deposit into our account at Flippin 
an amount sufficient to cover the monthly payment.” 

34. Memorandum to John Latham from Jim Mcdougal, April 18, 1985. 
”1 want this preferred stock matter cleared up immediately as 
I need to go to Washington to sell stock.” 

35. Memorandum to John La than from Jim McDougal, February 19, 
1985. "Proceed with your idea on the subordinated notes. We 
need to make a decision an Madison Bank & Trust.” 

36. Memorandum to John from Jim, January 7, 1985. "You, Greg, and 
I need to discuss Securities License. First South has one on 
toy its Service Corporation." 

37. Mraorandua to John La than from Jim McDougal, July 11, 1985. 
”1 need to know everything you have pending before the 
Securities Commission as 1 intend to get with Hillary Clinton 
within the next few days.” 


15581 
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Note* £ccm the conversation between RTC Senior Criminal Investigator L. Jean 

Lewi* and FOXC Attorney April Breslaw on February 2, 1994, from approximately 

3:50 p.m. until 4:35 p.m. 

• April stated that "the people at the top- keep getting asked about 
Whitewater, which seems to have become a catch all phrase for Madison and 
it's related investigations. She said that eventually "this group- is 
going to have to make a statement about whether or not Whitewater caused 
a loss to Madison, but the fact that Whitewater had no loan at Madison 
provided less potential for a loss. April stated very clearly that Ryan 
and Kulka (?), the -head people", would like to be able to say that 
Whitewater did not cause a loss to Madison, but the problem is that so far 
no one has been able to say that to them. She felt like they wanted to be 
able to provide an -honest answer", but that there were certain answers 
that they would be "happier about, because it would get them off the 
hook." 

• April felt that it would have been difficult to determine exactly what 
happened with the Whitewater account, because so many checks had gone in 
and out of the account, and made a reference to the end resulting netting 
itself out. She asked about Greg Young's work papers on the Maple Creek 
Farms reserve for development analysis, and how it didn't seem to have any 
apparent tie to Whitewater. I concurred that it didn't have any 
legitimately defined tie, which is precisely why it was included in the 
referral. 

• She inquired about the $30,000 check to Jim McOougal from Whitewater in 
S/85, and about the disposition of the funds. Z explained the transaction 
as I know it: the $30,000 had been converted to a MOStL cashier's check, 
which was subsequently endorsed by flHIHHHIBand deposited to Riggs 
National Bank. I explained that when the check wae foree paid, the 
Whitewater account was overdrawn by over $28,000 which was then 
subsequently covered by the payment of a $30,000 bonus from MFC to Jim 
McOougal, deposited directly to Whitewater on McOougal 's orders. 

• She asked how we could get to a clear cut answer as to whether or not 
Whitewater caused a loss to Madison. I stated that, as far as I am 
concerned, there is a clear cut loss. I also stated that any attempt to 
extract Whitewater as one entity from the rest of the McOougal controlled 
entities involved in the alleged check kite will distort the entire 
picture. I further pointed out that Z would produce the answers that were 
available, but that I would not facilitate providing "the people at the 
top" with the -politically correct answers just to get them off the hook-. 

• She. asked questions about the specifics of the cheeks going through the 
Whitewater account. Z stated that it appeared that the majority of the 
checks written out of the Whitewater account during the window time frame 
were going to other financial institutions to make loan payments. I also 
said that the referral focused only on a short time frame, but that if 
that same research were conducted for a two year period, it was my belief 
that the losses to Madison from the Whitewater account alone would easily 
exceed $ 100 , 000 , given that $70,000 had gone out of the account during the 
six month window time frame. I further added that the end loss result from 
the entire scam, using all 12 companies/entities, would be hundreds of 
thousands of dollars in what were essentially unauthorized loans. 

• Z stated that if she wanted me to tell her. unequivocally, that Whitewater 
didn't cause a loss, Z could not do that. Z could only reiterate the 
allegations contained in the referral, which are based on fact, and that 
it is my opinion and belief that Whitewater did, in fact, cause a loss to 
Madison because of the amount of the unauthorized loans that McOougal 
made, through the check kite, to entities in which he was a primary party 
and beneficiary. Z also pointed out that this ultimately benefited his 
business partners - the same business partners that knew they had real 




•state ventures that were not cash flowing, but that also knew their 
mortgage and/or notes were somehow being paid. X pointed out that these 
business partners are intelligent individuals, the majority of them being 
attorneys, who oust have concluded that McOougal was making the payments 
for their benefit. X posed the question to her, if you know that your 
mortgages are being paid, but you aren't putting money into the venture, 
end you also know the venture isn't cash flowing, wouldn't you question 
the source of the funds being used to your benefit? Would you just assume 
that your partner was making these multi-thousand dollar payments out of 
the goodness of his heart? wouldn't you wonder even more if you knew that 
your business partner's main source of income, an stl, was in serious 
financial difficulty, which by 198S was fairly common knowledge? 

we discussed the initiation of the HGSL Investigation, and how evidence of 
the check kite came to light. X explained that after reviewing a series 
of checks, all of which noted "loan* in the memo field, X discerned a 
pattern that looked like a cheek kite, and proceeded to trace funds 
through the various accounts, which is a standard investigations 
procedures. The end result was the referral alleging a massive check 
kite. X also advised April that X had been told by both the u.s. 
Attorney's office (Mac Dodson), and the FBX (Steve Irons) that this was a 
highly prosecutable case of check kiting. X also told her that X disputed 
the declination of that referral on the basis of "Insufficient 
information". She commented that “that's what Grand Juries are for", and 
X pointed out chat it generally seemed to be the policy of the U.S. 
Attorney to agree to open a case before they would start Grand Jury 
proceedings. X also noted that X found the treatment of that particular 
referral by the Justice Department to be highly unusual. This concluded 
our discussion. 
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MINUTES OF MEETING 

BOARD OF DIRECTORS 

MADISON FINANCIAL CORPORATION 
April 17, 1985 


The Board of Directors of Madison Financial Corporation 
met on April 17, 1985, at 1:00 p.m. at the offices of 
Madison Financial Corporation at 16th and Main Streets, 
Little Rock, Arkansas. All directors were present. The 
minutes of the previous meeting were read and approved 
as recorded. 

The first order of business, introduced by John Latham, 
was the matter of authorizing* prepayment of Jim 
McDougal's bonus. After a full discussion, the 
following resolution was unanimously adopted, with Jim 
McDougal abstaining from the voting: 

"RESOLVED, that the Corporation pre-pay to Jim 
McDougal $30,000.00 of his annual bonus in 
recognition of the profits of the prior year, 
and that said bonus is to be paid directly to 
Whitewater Development." 

There being no further business, the meeting was 
adjourned. 


laTrman 1 ' 
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State of Arkansas 

OFFICE OF THE SECRETARY OF STATE 


APPLICATION FOR REGISTRATION OF 
FICTITIOUS NAME 


FILED 

JUl 2 5 |986 


W. J. “«u» McCUEN 

ueacTAjrr st Aff 

•t Jk* 


T« W J. "iir* McCutn 
SiotUfy ol State 

Slat* Capitol _ 

Ultlo Rock. Arkansas 7220MQM 

Pursuant to the provisions ol Sactlon 95 ol »e Arkansas Business Corporation Act. (Act 576 ol 1965). 
lha undersigned corporation hereby applies lor the registration ol the use ol a fictitious name and sub* 
mils herewith the following statement: 

1) The fictitious name under which the business is being, or will be conducted by this corporation is: 

Madtaon Herketlnf 

2) The character ol the business being or. 'o be conducted, under such fictitious name is: 

mtwrH itny and pnhlle r ' at Inf 

3) a) The corporate name ol the applicant 

Madison Financial Corn. 


b) The State ol incorporation la: 


c) The location (giving city and street address) of the registered office of the applicant corporation 
in Arkansas is: 

city littlt Hack. — 


State . 


4) The applicant stales that ilk Is a foreign rorporalion that it is admitted to and aulliotusO to do busi- 
ness m the Stale of Arkansas. 


5) The tiling lee in the amount of $10.00 is enclosed. 


Signature: 
Address: . 
SEAL 
ATTEST: 


XF- 


Name of AppMcanl Corporation: 

mnilsD 




WSIBENT 


tOJtm MM. Uttl« «odl. M 17301 


* V SCCMTAm 


l*-TAUCTIOMS: 


• ^are this form induplicaie. sand to Secretary of Stale s Office. Stale CapeoiUUie Rock. Arkansas OupNcaie 
copy win bo returned to the corporation and rmnt bo W ad w it h the County Clerk, (not roqueed in Pulas ki Co u n ty I 
oi the County m which the Corporation's regia *od office is lo c ated. 

15885 
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3/09/92 


3/22/92 


3/25/92 


to 

4/13/92 


4/20/92 

to 


4/24/92 


crimimal :xv€st:gat:v£ chromoloct or p/fmts 

Madison Guaranty Savings 4 Loan ('MGSL 9 ) and it's alleged tits to 
Whitewater Development Corporation ( • Whitewater 9 J *nd BUI t Hillsry 
Clinton were reported Ln a 2/9/92 Bow fork Tv mes article by Jeff 
Gerth. MGSL owner And board chairman, James b. McDougal, hod boon 
previously triod And acquitted on bonk (rood charges in 9/ 90. 


Inquiries regarding t ho so ties emanated from both RTC Znvoatiqotiona 
in Voahington , O.C., and t ho former Oiroctor of the Tulaa 

Consolidated Otfico. The Voahington inquiry won t through tho Kansas 
City Regional Znvoatigotiona otfico eo tho Tulao Conaolidatod 
Znvoatiqotiona otfico, who waa roaponaiblo for invoatigoting toilod 
A rkonaoa thrifts , Tho quoation waa raiaod oa to whothor Whitewater's 
rolationahip with MGSL had boon roviovod, and worn thora any 
roaulting loaaoa or potential criminal activity documented. As a 
roault of thia inquiry , tho Tulaa office criminal invoatigator 
aaaignod to tho Arkanaaa thrifta waa aakod to work with tho civil 
invoatigator in reviewing tho completed investigative findings to 
date. Over a two wmok period, c ho criminal invoatigator reviewed all 
thrift recorda obtained from tho inatitution at tho time ot 
conaorvatorahip which wore stored in tho Tulaa office. Thoao 
recorda included tho available Board Minutoa, committee and 
subaid iary minutoa. Fidelity Bond policies, FHLB exams from prior 
yoara, outaide audita, legal corroapondence filea and vatioua 
limited loan filea. Mo mention waa found ot any vhitowator 

rolationahip with MGSL. 


During thia time frame, Tulsa Investigations learned that a former 
MGSL employee, subaequently (and at ill) an attorney in the 
employment ot « Little Rock law firm handling extensive litigation 
in Arkanaaa tor the RTC, had allegedly fabricated at leaat two years 
of minutes for an MGSL subsidiary, Madison Financial Corporation 
(• MFC The criminal investigator warn aakod to review daily 
recorda created by the formor employee, who was at that time tho 
executive aaaiatant to former MGSL president, John Latham. Latham 
pled guilty to one charge ot bank fraud m 1999. Copies of the 
former employee's records had been shipped eo Tulaa, where it would 
be determined if further investigation waa appropriate. An 
affirmative decision waa reached during eAo first week of 4/92. 
While this review was being conducted, the civil investigator was 
reviewing additional Madison recorda stored m Little Rock under the 
control of the posf receivership aaauminq bank. Central Bank 4 Trust 
( m CBtT*). These recorda. which had never been inventoried by either 
MGSL or CB9T, were stored in a . downtown Little Rock warehouse, and 
included, but were not limited to, former o//icor correspondence, 
legal filea • subsidiary land development and investment files, 
microfilm , demand deposit (checking) account recorda/bindera, 
cancelled checks, etc. 


Baaed on the findings of these concurrent criminal and civil 
investigative reviews, the decision waa made eAoe boeil investigators 
should travel eo Little Rock for a more extensive review of the 
warehoused documents. At this point, the criminal investigation, 
which had been previously scheduled for late 1992, was rescheduled 
to 4/9 2. 

The investigators conducted *n extensive review of the warehoused 
recorda, and the criminal investigator talked with the FBI and O.S. 
Attorney's office regarding the 1990 trial of former MGSL owner 
James B, McDougal. The criminal investigator learned that the FBI 
was previously aware of the fabricated subsidiary minutes and had 
taken no criminal action. Tulaa Investigations management waa 
advised accordingly and that aspect of the review was suspended. 
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5/1/92 

to 

7/15/92 


9/1/92 

eo 

9/2/92 


9/2/92 

to 

12/15/92 


12/15/92 

to 

2/14/93 


3/13/93 

to 

3/4/93 


Tho warehoused records revealed additional Whitavater chocking 
account statement*, resting further questions about tho payee’s on 
some of Vhitavatar' s checks. A number of documents belonging to the 
former Chief Financial Officer of MGSL /MFC were located . Among 

these documents were several accountane/ledger worksheets on 
numerous MFC subsidiary land •developments* , all of which were 
heavily subsidised by MGSL. Included in one of the development 
worksheets marked m Maple Creek Farme* was an item denoting a $20,000 
charge to Whitewater for the cost of an engineering survey/ this was 
the first indication of a relationship between MOSL and/or MFC and 
Whitewater beyond the existence of the Whitewater checking account. 
Original microfilm, along with pertinent original documents from the 
warehouse, were sent back to Tulss for further investigation . 
Research was conducted on twelve JfcOougal and/or McOougal business 
partner controlled accounts, including Whitewater, Check copies were 
produced for a two year period between 4/94 and 4/94/ a standard 
investigative procedure when tracing the flow of funds. 

During the first week of 5/92. all Tulsa Consolidated Office 
employees were advised that the Tulsa office would be permanently 
closing at the end of 7/92. All Tulsa Investigations records were 
shipped to the Kansas City Office, thus putting the Madison 
investigation on hold. The copy process on the McOougal and/or 
HcDougal business partner controlled accounts was suspended as well, 
due to equipment and records relocation. 

The criminal investigator transferred to tAo Kansas City office at 
the end of 7/92, resuming the analysis of Madison documents and 
checks. A criminal referral ( 0COOO4 ) was subsequently generated 
alleging a $1.3 million check kiting scheme between the McOougal 
and/or McOougal business partners controlled entities, including 
Whitewater. This referral was submitted to the FOX and O.s. 
Attorney, eastern District of Arkansas on 9/2/92. 

Having submitted the initial referral on MGSL, the criminal 
investigator redirected priorities to the ongoing investigations 
of three other failed thrifts, which were intensifying. First 
Federal Savings, Paragould, Arkansas, which was reaching suspect 
plea negotiations. First America Savings. Ft. Smith. Arkansas, whicn 
had been referred from jurisdiction in the Western District of 
Arkansas to the Oallas Sank Fraud Task Force, and C i m ma ron Federal 
Savings, Muskogee, Oklahoma, for which investigations had received 
an allegation of potential fraud from the managing agent. 
Throughout these investigations, the criminal investigator continued 
to request and monitor a response on MGSL referral tC 0004. 

Tho O.S. Attorney’s office did net offer any standard response to 
the MGSL referral, advising either that a case would be opened or 
that prosecution would be declined, for three months. In response 
to numerous calls from the criminal investigator during that time, 
the Little Sock FOX Special Agent in Charge sent a letter of 
acknowledgement to the *TC stating that both the FOX and O.S. 
Attorney had received the referral and exhibits. The investigator 
continued to work on the aforementioned institutions while 
continuing to monitor a potential response on the MGSL referral. 

The criminal investigator initiated a preliminary review of criminal 
activity it Savers Savings, Little Mock, Arkansas, out of which a 
former borrower had been convicted and sentenced in conjunction vicft 
a failed Texas SSL. This review involved extensive interviews with 



3265 


Madison Guaranty Swings I loan 
Criminal Investigative Chronology 
Page 3 

c he borrower, and a review of his personal and corporate records 
prior to his sentencing and incarceration in lata 4/93. The 
invaatigator continued to make verbal requests tor a written 
response troai the nz or U.S. Attorney on MGSL referral C0004. 

On 5/4/93, the criminal investigator sent a letter eo the 0.3. 
Attorney inquiring about the status of the referral. The response 
from the O.S. Attorney referred the invaatigator to the 0.3. Justice 
Department in Washington D.C. The criminal investigator initiated 
a series of calls to DOJ /Washington to ascertain the status of the 
referral. Simultaneously, the criminal investigator, criminal 
investigations department head and the field investigations officer 
determined tA«c the most expedient w ay to coapi«c« the investigation 
of previously defined criminal allegations at HOST, was to supplement 
the investigative manpower. 

Three additional criminal investigators were assigned the task of 
reviewing loan transactions . checking accounts and subsidiary 
lending transactions to ascertain the level of criminal activity at 
both MGSL and lire. The lead investigator, along with another task 
assigned investigator, returned to the Little Pock warehouse for 
further document review. The investigators additionally travelled 
to four other counties to review land records pertaining to property 
sales, loan and mortgages reflected in the County Clerk’s offices. 
Those findings were shared with the other assigned investigators. 

The tour investigators reviewed and analysed all available MGSL 
transactionel information for the ensuing 120 days. As a result, 
nine additionel criminal referrals involving multiple MGSL and nrc 
transactions were generated and submitted to the O.S. Attorney and 
r§Z on lO/t/93. 

'.0/17/93 The lead criminal invest igator received a letter from the new u.s. 

Attorney for the eastern District of Arkansas. Paula J. Casey. The 
letter stated that referral 0COOO4 . submitted 9/2/92, had been 
declined due c« • insut f icient information* . 

11/1/93 PTC Criminal investigations continues to support the investigative 
:o efforts of the fBl and u.s. Attorney by providing MGSL and nrc 

1/24/94 documents warehoused in Kansas City, and ottering assistance with 
ongoing subpoena compliance. 
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Tht responsibility for investigation of ill filled Arkansas thrifts was 
by the Tulsa ATC Office of Investigations during the first quarter of 199 l 
Responsibility wae assumed from the Eagan/Mlnneapolla RtC office of 
Invest Igat lone i the lead Sagan Investigator for Madison Cuaranty Savinas Litti. 
Rock, Arkansas st that time was Mike Kaomerly. 1 9 ' 19 


When the Tulsa office assumed this responsibility, Madison Guaranty was asaioned 
to civil Investigator Wyatt Adams. Shortly after the reassignment of the 
Arkansas thrifts, several sorters of the Tulsa Office of Investigations side a 
sweep through the failed Arkansas shops and appropriated all the records deemed 
necessary for the effective coopletlon of both civil and criminal investigations. 

In mid summer 1991, Investigator Wyatt Adaas traveled to Little Rock to review 
Madison Guaranty records held by the acquiring entity. Central Bank and Trust 
in an old, non-climate controlled building downtown on the river, which had been 
converted to a 'records storage- facility. According to Adaas, when he arrived 
there were extensive records in poor condition, haphasardly heaped into the 
storage apace on the second floor, which wae poorly lit and protected by a chain 
link fence and a padloek. Boxes were on their aides with records dumped out, DOA 
binders vers poorly stacked in one corner, and multiple boxes had been shoved 
into shelving, with no identifiable inventory. It should be noted that these 
records were already in the warehouse at the time of the Investigations teaa 
Spring 1991 -sweep- through the Arkansas thrifts, and that the former Manaqlng 
Agent concurs that, to his knowledge, there was no Inventory of these records! 

In July 1991, the criminal investigation of Madison Cuaranty was assigned to 
Investigator Jean Lewis. A follow-up criminal investigation wae tentatively 
slated to begin during the third quarter of 1992, due to the fact that former 
thrift owner James B. McOougal had previously been tried on Bank fraud charges 
steaming from Madison Guaranty, and was acquitted la 1990. The follow-up 
investigation was Intended to ensure that any remaining potential criminal 
matters had been properly reviewed and addressed. 


In March 1992, Senior Investigative Specialist Jon Walker contacted the Kansas 
City regional RTC office regarding an article that had appeared in the (few York 
Times stating possible ties between Whitewater Development, Madison Guaranty 
Savings and Loan, and Bill ft Hillary Clinton. Personnel in the KC regional 
office then contacted the Tulsa office with a request that this issue be reviewed 
to determine if Investigations was aware of, had reviewed and/or appropriately 
addressed matters pertaining to the possible relationship between Whitewater 
Development and Madison Cuaranty. 


After a review of all available Tulsa Investigations inventory documents. 
Investigators Adams and Lewis were detailed to the warehouse in Little Rock to 
review the remaining Madison records and ensure that nothing had been overlooked 
with regard to any potential action on this matter. Investigator Lewis noted 
with concurrence from Adas*, that upon arrival that the records were in very poor 
condition, appeared to have been dumped and/or crammed into the warehouse space, 
and that there was no available inventory provided by Central Bank ft Trust 
personnel which could identify the nature of these records. Investigator Adams 
noted that this was the same condition in which he*d found the records in 1991 
Boxes had to be rearranged in order to establish work space and room for a table 
and two chairs. 


Ouring the review of these records, neither Investigator Adams or Lewis located 
any loan files and loan records relating specif leally to Whitewater Development 
or the Clintons. Investigator Adams then went through a nurter of Demand Deposit 
Account binders, to ascertain if Whitewater had maintained a checking account at 
Madison Guaranty. He located an account and statements for 1984, 1989 and 198ft. 
Investigator Lewis reviewed multiple boxes of records, and recovered several 
documents from former thrift officer files that warranted further review. Among 
those documents was a ledger sheet marked -Reserve for Development - Kaple Creek 
Farms- from the records of former Madison CFO Greg Young. On that ledger sheet 
was noted a $30,000 development reserve cost for an engineering survey charged 
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to Whitewater Development. There wae also a limited amount of microfilm located 
at the warehouse, which was appropriated under the terms of the P4A Alternant and 
returned to Tulsa along with several DDA binders, with permission from Central 
Bank 6 Trust. A signed receipt containing an Itemi sed Hat of th e documents 
taken by Investigators Adams and Lewis was left with flHBHM^of C8&T. 


Prior to departing Little Rock, Investigators Adams and Lewis reviewed the 
Madison dally work film held by Central Bank a Trust to research the flow of 
funds through the Whitewater account as pulled from the monthly statements, which 
is a standard operating procedure for Investigations. Several cheeke payable to 
the Bank of Cherry Valley which Identified loan numbers, were Identified and 
copied from the dally work. Also copied were numerous check payable to entitles 
entitled Pembroke Manor, Rolling Manor, Madison Marketing and others, all of 
which were signed by James or Susan McOougal, payable to Whitewater Development 
and contained the notation Moan* In the memo field on the check. Accounts were 
located and reviewed for these other identified entitles* similar checks 
containing the Moan* notation were found to have been paid between the entitles. 
At that time, both Investigators concurred that additional research would be 
appropriate, and requested all available film relating to Madison Guaranty and 
returned It to Tulsa, leaving a receipt for the film, binders and original 
documents pulled from former office files with CB6T employee Bonnie Crocheron. 
Copies of the entity atatements and check s were pulled and/or du plicated from 
film for the years 19S4, 198S and 1986. 


After the original film was duplicated, the duplicates wers rsturned to Central 
Bank a Trust for their retention, and the original film was retained In Tulsa by 
an RTC research contractor. The criminal investigation of Madison then 
continued, as the civil claims had previously been closed out by PLS. 


In conjunction with the ongoing Madison investigation, Kansas City Investigators 
Jean Lewis and Randy Knight traveled to Little Rock In S/93 to revisit the 
Madison records held In the downtown warehouse. Upon arrival Investigator Lewis 
immediately noted the condition of the records was significantly more organized 
than it had been during the previous visit, and it was evident that a number of 
boxes had been cleared out. 


Ouring this visit to the warehouse. Investigator Lewie learned from the storage 
facility attendant that the law firm of Mitchell, Sellg, Jackson, Tueker & Whits, 
former general counsel to Madison Guaranty Savings, also stored records at the 
warehouse. 


A number of the remaining boxes were reviewed, and the keys returned to 
i at central Bank a Trust. At that time. Investigator Lewis noted to 
i that t he warehouse seemed to lack a number of boxes that had previously 
been there, advised that some of the records had been retrieve* 

and were beieg held In e beck room et the bank (CS4T) . When asked why thia has 
not been disclosed when the keys hsd been picked up retber than returned, mi. 
Crocheron*e reeponee wae "you didn't ask.* 


I^should b^oea^that^ccordln^^th^u^Attornay'a staffln Little Rock. 
Mad 

that invast lgat ion has never been disclosed to this office. 


In conjunction with the ongoing FBI Investigation of the RTC* a referrals. 
Invest lgat lose advised the FBI that additional original Madison Guaranty 
microfilm, along with the records et the warehouse, were under the control of 
Central Bank I Trust. It is the understanding of Kansas City Office of 
Invest lgat leas that the aforementioned records have now been subpoenaed by the 
U.S. Attorney* e office end ere now under the control of the Little Rock FBI. Tha 
original Madison film held by Investigations has also been turned over to the rat 
along with other records subject to Grand Jury Subpoena. 


\$90 


3268 



Resolotloc i st Corporstioa 

Kansas City Consolidated Office 

4900 Main Street, P.O. Box 419570 

Kansas City, Missouri 64141 (816) 531-2212 (800) 365-3342 


September 1, 1992 


Mr. Steve Irons, Supervisory Special Agent 

White Collar Crime Unit 

Federal Bureau of Investigation 

Two Financial Centre, Suite 200 

P.O. Box 21370 

Little Rock, Arkansas 72221 

Re: #7236 Madison Guaranty Savings & Loan 

l Little Rock, Arkansas • In Receivership (i 1/29/90) 
CRIMINAL REFERRAL NUMBER C0004 

Dear Sin 


Certain matters have come to our attention which may constitute criminal offenses under Federal 
law. Enclosed is a report of an Apparent Criminal Irregularity. 


Information in this referral may have been derived from financial records of customers of federally 
insured financial institutions. I hereby certify that (A) there is reason to believe that these records 
may be relevant to a violation of Federal criminal law. and (B) the records were obtained in the 
exercise of the RTCs supervisory or regulatory functions. 

Due to the extensive nature of the exhibits relating to this referral, they are being submitted to the 
U. S. Attorney's office under separate cover at a later date. 

Please direct any inquiries to the Investigator identified on the refenal form, or to Lee O. Ausen. 
Department Head/Criminal Investigations, Kansas City Consolidated Office. 


Sincerely, 


L Richard lorio 

Field Investigations Officer 


Enclosure 
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Resolutio: jst Corporation 

Kansas CUj Consolidated Office 

4900 Main Street, P.O. Box 419S70 

Kansas City, Missouri 64141 (316) 531-2212 (800) 365*3342 


September 1, 1992 


The Honorable Charles A. Banks 
United States Attorney 
Eastern District of Arkansas 
U.S. Post Office and Courts Building 
600 W. Capitol, Room 331 
P.O. Box 1229 
Little Rock, Arkansas 72203 

Re: #7236 Madison Guaranty Savings & Loan 

Little Rock, Arkansas - In Receivership (11/29/90) 

CRIMINAL REFEBRAL.NUMBER COW 

Dear Sin 

Certain matters have come to our attention which may constitute criminal offenses under Federal 
law. Enclosed is a report of an Apparent Criminal Irregularity. 

Information in this referral may have been derived from financial records of customers of federally 
insured financial institutions. I hereby certify that (A) there is reason to believe that these records 
may be relevant to a violation of Federal criminal law, and (B) the records were obtained in the 
exercise of the RTCs supervisory or regulatory functions. 

Due to the extensive nature of the exhibits relating to this referral, they are being sent to your 
office under separate cover. 

Please direct any inquiries to the Investigator identified on the referral form, or to Lee O. Ausen. 
Department Head/Criminal Investigations, Kansas Gty Consolidated Office. 


Sincerely, 

L Richard Iorio 

Field Investigations Officer 


Enclosure 
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MEMORANDUM 


TO: Criminal Adain File 

FROM: Jean Lewis 

Criminal Investigator 

OATS: May 3, 1993 

RE: Background remarks and conversation with AUSA Bob 

Roddey 's office re: Madison Guaranty Savings referral 

In March 1993, shortly after the departure of former U.S. Attorney 
Chuck Banks, I was advised by AUSA Bob Roddey on an unofficial 
basis, that Banks had forwarded the "Madison referral" to Justice 
in Washington D.C. almost immediately after receiving it last 
September; Roddey also added that Banks had taken this action as 
the referral was "politically hot". 

I contacted Roddey' s office early this afternoon to see if AUSA 
Floyd Mac Dodson was still with the U.S. Attorney's office, of if 
he had left with Chuck Banks. I was advised by Roddey' s secretary, 
Laura, that Dodson did, in fact, leave with Chuck Banks, and she 
offered me their number, which I declined. I asked her what would 
have happened to Dodson's cases, and she offered to "check the 
computer" and call ms back, if I could give her a specific case, 
which I did, identifying Madison Guaranty Savings criminal referral 
$ C0004 . 

Approximately five einutee later, Laura called back and advised me 
that no record of that referral shoved up in thsir computer system; 
she then advised me that in conversing with AUSA Roddey, he told 
her that Banks had sent it to Justice in Washington, and that "we'd 
probly never hear about it again". 

A letter inquiring about the status of the referral has been 
prepared to send to U.S.A* Pence later today. 

cc: Richard lorio 

Lee Ausen 
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MEMORANDUM 


TO: Criminal Ada in File 

FROM: Jean Lewis*^\ 

DATE: May 19 , 1993 

RE: Additional conversation with Office of Legal Counsel for 

U.S. Attorney's, U.S. Justice Department, Wash., D.C. 

In following up ay previous discussion with the Office of Legal 
Counsel on May 13, Z contacted Dyone Mitchell (secretary) of that 
office to see if she had been able to determine the status of the 
Madison referral, as I had not heard back from her. She consulted 
her notes and advised ne that they "have no record of that 
referral, it is not in their computer system, it has not been given 
to an attorney"; upon repeating this response to her, she 
reiterated "no ma'am, that referral has not been submitted to this 
office." 

After advising Lee Ausen and Richard Iorio of this conversation, 
the decision was made to resubmit the referral through the U.S. 
Attorney's office in Little Rode, and contact Ms. Mitchell in the 
Office of Legal Counsel to see if that office should be copied on 
the referral and letter to Richard Pence, U.S. Attorney in Little 
Rode. I contacted Ms. Mitchell again to inquire as to whether that 
office should be copied on the referral. She said yes, and when I 
asked to whose attention it should be directed, she responded that 
it should be sent to Acting Assistant Attorney Ceneral Daniel 
Xoffsky, as the Assistant Attorney General, Mr. Oellinger, has not 
yet been confirmed. 

The letter of re*submission will be prepared this afternoon, with 
a copy going to Mr. Xoffsky's attention. 

cc: Richard Zorio 

Lee Ausen 
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To: 

Cc: 

P-c: 

mi 

Subject: 

Date: 

Attach: 
Certify: 
Forwarded by: 


L. Richarc Iorio9Investigations§RTCKcMID 
Lee 0. AusenG Invest igat ions 9RTCXCMID 

L. Jean LevisGInvestigationsBRTCXCMID 
/7236/Madison Guaranty Savings 
Wednesday, May 19, 1993 15:55:03 COT 

Y 



In following up on the suggestion that Mr. Daniel Koffsky, Acting Assistant 
Attorney General, be sent a copy of Madison referral # C0004, I contacted the 
Office of Legal Counsel to verify the correct address. In speaking with Oyone 
Mitchell of that office, I reiterated the address provided by US Atty Richard 
Pence, which reads: 

Office of Legal Counsel 

Executive Office for the U. S. Attorneys 

U. S. Justice Department 

Washington, DC 20530 

The letter provided the phone number (202) 514-2041. 

Ms. Mitchell advised that the Office of Legal Counsel and the Executive office 
for the U. S. Attorney's were two separate sections, and that the referral may 
V *e been forwarded to the Executive Office instead of Legal Counsel. She 
t n connected me with the operator, who put me through to the Executive 
Office where I spoke with Stephanie Kennedy. Z explained to Ms. Kennedy what 
I was looking for, and she said she would get back to me this afternoon. 

2he called me back at 3:30, and advised that she had forwarded the matter on 
zo Donna Henneman in "Legal Counsel”, who would check it out and call se tact 
tomorrow. I then contacted Ms. Henneman to offer background information on 
.hat I was looking for. When I explained that it was a referral out of 
Madison Guaranty, forwarded to that office by Chuck Banks, she had immediate 
<now ledge, stating N oh, the one involving the President and his wife”. She 
then stated that the referral had been sent to that office (exactly which 
office is still unclear to me) as a special report for the attention of the 
attorney General, and not as a referral for prosecution. She then stated that 
'anytime a referral comes in that would make the department look bad, or has 
solitical ramifications, it goes to the Attorney General." She further added 
that the referral had been submitted to that office "because of the political 
ramifications and political motivations", and then told me that referrals ware 
not prosecuted out of that office. She then stated that the referral had teen 
ieclined. I advised her that the referral had not been declined, and read her 
:he letter sent to this office by U.S. Attorney Richard Pence. She 
icknowledged that she was confused, and told me she would speak with her 
supervisor, Deborah Westbrook, and have her call me back tomorrow. I then 
isked for Ms. Henneman's title, and she informed me that she was the ethics 
'rogran Manager. Z thanked her and ended the conversation. 

\ keep you posted if and when Z hear from Ms. Westbrook. 
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To: 

Cc: 

Bcc: 

Fron: 

Subject: 

:e: 

Attach: 
Certify: 
Forwarded by: 


L. Rlchara lor ioeinvestigatlonsGRTCKcHID 
Let 0. Ausen? Invest IgatlonsgRTCXCMID 

L. Jean LewisflnvestigationsGRTCXCMID 

/7236/Madison Guaranty 

Wednesday, Hay 26, 1993 16:10:47 COT 

Y 



I've just received a follow-up call from Donna Hennesan at Justice In D.C. 

She Informed me that after speaking with Deputy Dlrector/EO Wayne Rich she 
learned that referral /C0004 had been sent to former Special Counsel Ira 
Raphelson. I noted that Mr. Raphelson Is now In private practice, she 
concurred and said that she wasn't sure where it had gone after he left, but 
that she was going to call the "criminal fraud division at Justice" and see if 
they are prosecuting the case or if a declination letter has been issued. I 
restated that, to my knowledge, the referral had not been declined, and that 
I had been advised by an FBI agent in Little Rock that it was a "very solid 
case of check kiting, and was highly prosecutable." 

I then identified the ^ME sus P e cts named in the referral 

her and she thanxe^m^an^ToId ae 

snrababadt in touch as soon as she found something. She also stated that 
she was growing increasingly frustrated with the situation, because she had 
seen the information, knew that it had come in, and couldn't understand why 
she was having such a hard time tracking where the referral and exhibits had 
go^e. 

To date, each time she has given ae a date that she would call back, she has 
kept her word. I'll let you know when I hear from her again. 
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To: 

!c: 

3ccs 

~roa: 

3 )ect: 

attach: 
Jertify: 
forward ad by: 


L. Richard IorioilnvestigationslRTCXcMXD 
Laa 0. Ausen9Xnvestigations6RTCXCMXD 

L. Jam Lewis8Xnvestigations#RTCXCMXD 
Madison Guaranty 

Tuesday, Juna 8, 1993 15:16:49 COT 
Y 



\s vo discussad this morning, Z was going to contact Audray Word at 00J in 
Washington this aftarnoon; however, before Z could call, Donna Hannaaan in tha 
rxacutlva Offica for U.S. Attor nay's callad aa. Zt saaas that Madison 
referral # C0004 has raappaarad on har dask. Audray Word was auccassful in 
ocatlng tha rafarral within tha Fraud saction of tha Criainal Division and 
iataroinad that tha individual assigned to tha rafarral "didn't want to deal 
ith it", so she sent tha rafarral and all pertinent info back to Donna 
enneman for further disposition. 

onna advised me that tha Criminal Division (no one specifically identified) 
ent a memo to Doug Frazier, Associate Deputy Attorney General (in Depty Atty 
eneral Heynan's offica) advising hin that there was "no identifiable basis 
or recusal of the U.S. Attorney in tha Eastern District of Arkansas”; this 
as a direct quota from tba nano, as she read it. She than told aa that she'd 
ontacted Mr. Frazier who did not reneaber receiving tha nemo, and suggested 
hat she gat tha memo and tha referral to hia for review and a final decision. 

h has subsequently sent hia both tha rafarral and tha nano, and said she'll 
a%H aa posted. Z than advised her that during tha intervening period, 
iditional information has surfaced that would further support tha allegations 
ontained in tha referral, so X would be most curious as to their decision. I 
nan concluded tha conversation by tailing har "whatever tha decision is, I 
a ad something in writing so that Z can close out tha file with a declination, 
r offer support for an ongoing ease." She agreed and said she'd stay in 
?ueh. 

'11 keep you posted. 
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Cc: 

Bcc: 

? —»n: 

‘ ject: 

Data: 

Attach: 
Certify: 
Forward ad by: 


L. Richard IorioilnvestigationsfRTCKCMID 
Lea 0. Auseni Invest igationsGRTCKCMID 

L. Jean Lewis$Investigations#RTCXCMID 
/7236 Madison Cuaranty Savings 
Wednesday, June 23, 1993 15:21:55 COT 

Y 



At approximately 3:00 this afternoon, I spoke with Oonna Henneman in the 
Executive Office for U.S. Attorneys, regarding the status of the Madison 
referral /C0004. She advised that she had sent the "package" to Associate 
Deputy Attorney General Ooug Frazier on June 8, as ve had previously 
Jiscussed, but that she had received the entire package back on her desk today 
with no further answers, as Mr. Frazier was now the new U.S. Attorney in one 
?f the Florida districts; she had not determined whether Mr. Frazier had taken 
my action prior to his departure, and had spoken with- her supervisor 
regarding her next action shortly before I contacted her. She advised that 
she will attempt to contact Mr. Frazier in Florida sometime tomorrow, and 
ietermine what decision, if any, had been made. 

She then advised that "this sort of thing happens ell the time when we're 
irying to get the guys upstairs to make a decision." She said she'd be back 
.n touch as soon as she had an answer from Doug Frazier, or his replacement, a 
•r. Oave Margolis. 

•*. , was the 8th conversation I've had with Ms. Henneman since I first 
rontacted her on May 19, 1993. 

'11 keep you posted. 
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Bcc: 

"rom: 

Subject: 

Bate: 
ach: 
-.rtify: 
forwarded by: 


L. Richara IorioGInvestigationsSRTCXuilD 
Lea 0. AusenllnvestigationsGRTCXCMZD 

L. Jean LevistlnvestigationstRTCXCMZD 
/7236 Madison Guaranty Savings 
Wednesday, June 23, 1993 15:37:30 COT 

Y 



Donna Henneman (CO/US Attorneys) just called me back to let &e know she'd 
>poke with former Associate Deputy Attorney General Doug Frazier. He advised 
tar that he net with Tony Museato, the Director of the Executive Office for 
:.S. Attorney's, and that the decision has been Bade to return the referral to 
he U.S. Attorney in the Eastern District of Little Rock, as there was "no 
asis for the recusal of the U.S. Attorney", and apparently a lack of 
conflict of interest." 

s. Hennenan then added that she doubted whether or not the U.S. Attorney, 
astern District/Arkansas would be aware of this situation yet, but suggested 
hat Z wait a few days and then contact that office in Little Rock. 

:ie asked to be kept posted on the outcome, and offered her continued 
3sistance whenever and however possible. 
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To: 

Cc: 

Bcc: 

From: 

'bject: 

-ate: 

Attach: 

Certify: 

Forwarded by: 


L. Richara IorioSInvestigationsIRTCXurtID 
Lee 0. Ausen^ Invest igat ions 8RTCKCMI0 

L. Jean Lewis*Investigations8RTCKCMID 
/7236 Madison Guaranty Savings 
Tuesday, June 29, 1993 16:08:21 CDT 

Y 



Z received a call this afternoon from a highly reliable and confidential 
source, that the Madison referral (C0004) has been returned to the U.S. 
Attorney's office in Little Rock, Arkansas. My source has advised me that the 
acting U.S. Attorney, Richard Pence, has stated he has no intention of acting 
on this referral, and plans to let it sit until such time as the new U.S 
Attorney designee Paula Casey, takes office on either an interim or permanent 
basis. It was stated that there was displeasure at the fact that the referral 
had been returned to the Little Rock office, and that the reason cited for 
it's return was that the Executive Office for U.S. Attorney's found no basis 
for recusal, and no conflict of interest emanating from the U.S Attorney's 
office in the Eastern District. However, the acting U.S. Attorney is of the 
opinion that if the (strong) case against James McDougal is taken to trial, it 
will appear to be "sour grapes" due to his acquittal during his first bank 
fraud trial. 

I was further advised that there is no definite date yet as to when Ms. 
Casey's confirmation will occur, and that it is likely that she will assume 
* responsibilities on an interim basis. My source has advised that I will 
g„c a "head's up" call when Ms. Casey assumes her new responsibilities, but 
that such appointments have been delayed in the past, and may take a while. 

I'll keep you advised should X hear anything further. 
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To: 

Cc: 

Bcc: 

F*»- >m: 

£ ject: 

Date 
Attach: 
Certify: 
Forwarded by: 


L. Richara Iorio§lNVEST-i|RTCKC 
Lee 0. Ausen# INVEST- 1 fRTCXC 

L. Jean Lewis# INVEST- l #RTCKC 
/7236 Madison Guaranty Savings v 
Thursday, September 23, 1993 15:03:56 COT 

Y 



I've just had a conversation with Donna Hennflmxn - 

Executive Office for 0. S. Attorneys. I called DonS f r ® 9ram Manager, 
determination as to whether or no^sAe waS?s fl !! al 

existence of the subsequent referrals being subSttnd hi* of th# 
Eastern District of Little Rock, on MaS*«L’ Ub " t,d t0 th * s - *ttorn.y, 

Tn discussing the standard RTC procedure of the suhnU«u» • 

ias requested that she be copied on the transmittal sh% 

5. Attorney and FBI. At the time she receives the eoSilI 90 t0 th * °* 

5 0;. WU i th *" reqUeit th * referrals and axhibitsfr^thl n s IL Utt, y*' 
>fflc« for any necessary follow up. So, at her reouSst r?ii S I * t ! orn *y'* 

"o c< =s «»• Henneaan in her official capacity. She’mt'that 1 . lL.? 0 ""* Mlnton 
equesting copies at this point was unnecessary and ir 7? 5 letter 
■•'•will go through her channels at Justiceto^btainth.^n^”*: P? c .ssary, 

J. S. Attorney Paula Casey. Donna has also I?* e. d S CUB * ntation from 

>n ' paragraph summary of the content of the referrals with JhS'?™' 1 * *. bri,f 
■* »*■». *° that she will be aware of those with ” ut41 

:e glad to provide the requested summary as an add.ndSi^Hi^ ls ‘ u, a-’ 1 win 
■ottom of each transmittal letter. ry ** *" *cOendua paragraph to the 

he then asked me about the final disposition at wrest 

er that I had been advised that it wS* recZivZd S 0004 * * told 

ffice. but that I had received no fo™.I 2h2\ U ~ S - 

pened, nor a declination letter. I that a c ***.h*d been 

ituation could befall the ni« r ;.fL«?r?o^.“LSJ?;S* *£* J h * "" 
hat she and her supervisor, Deb Westbrook! vSuld stiv 2lo*!?2 ! ha assured me 

ustice would make sure sosethinq got done with thl^i higher-ups" at 
ther. WhlCh ln ^ W ° rd# "* hOUld hava bMn handled^by'now* * oneway *or Si 
'll keep you posted. 
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To: 

Cc: 

Bcc: 

From: 

bjttct: 

.at«: 

Attach: 
Certify: 
Forwarded by: 


L. Richard Iorio§INVEST-l§RTCXC 
Lee 0. AusenG INVEST- 1 §RTCXC 

L. Jean LeviseiNVEST-ieRTCXC 

#7236 Madison Guaranty Savings 

Wednesday, September 29, 1993 12:16:43 EDT 

Y 



I've just received a call from Donna Hennenan, Ethics Prograa Manager, 
Executive Office for U. S. Attorney's, Washington, D. C. She advised that 
she had spoken to her supervisor, Deb Westbrook, and Ms. Westbrook's 
supervisor, Doug Frazier, regarding whether or not the Executive Office wanted 
copies of the madison referrals slated for subaission this week. Ms. 

Westbrook and Mr. Frazier have determined that the Executive office should 
receive copies of the referrals and exhibits. Upon receipt, they will review 
them and determine whether tc instruct the U.S. Attorney's office to act on 
them accordingly, or if they should be forwarded to the Public Integrity 
Section of DOJ for further review. I inquired as to the nature of the Public 
Integrity Section and was advised that it is the section of DOJ responsible 
for the prosecution of public officials. Ms. Hennenan also advised that they 
lave made the decision to get the Deputy Attorney General's office involved in 
^his situation, and bring them up to speed. 

I asked her to subait this request in writing, in order to document the 
Investigations file and she responded that she would do so, faxing ne a letter 
i afternoon. I've provided her with the fax number and will copy you upon 
..eipt of her letter. 

To briefly summarize the situation to date, I contacted the Executive Office 
for U. S. Attorney's on May 13, 1993, at the written suggestion of U.S. 
attorney Richard Pence, pursuant to his letter of May 10, 1993 regarding my 
written inquiry as to the final disposition of Madison referral #C0004, 
;ubmitted on 9/1/92. Mr. Pence advised that the referral had been forwarded to 
he Executive Office by former U.S. Attorney Charles A. Banks due to what he 
teemed was a "conflict of interest". This information was relayed to Ms. 
lenneman during ay first conversation with her. During subsequent calls I 
received from Ms. Henneaan, she advised me as to her progress in tracking the 
/hereabouts of referral /C0004, which she finally located and. had forwarded 
jack to her office on June S, 1993. At that time, Ms. Henneman advised ae that 
:he decision had been made by personnel in the criminal Division of DOJ that 
.here was "no identifiable basis for recusal of the U.S. Attorney in the 
Tastern Oistrict of Arkansas", and that the referral would be forwarded back 

0 the U. S. Attorney's office in Little Rock. Since that time, Ms. Hennenan 
.as contacted me to follow up on tha final disposition of the referral. X have 
.dvised her that this office has not yet received notification of an opened 
ase, or a letter declining prosecution. During these aforementioned 
onversations, the issue was raised as to further referrals, and whether the 
xecutive Office should be copied on any further referrals to avoid a 
acurrence of circumstances. I received notification of that decision today 
hen Ms. Henneman contacted me, as previously outlined. 

1 ;e let me know if you have any questions. 


I5TQ2 
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To: L. Richara Iorio6INVEST-l§RTCKC 

Cc: Lee 0. Ausen# INVEST- 19RTCXC 

Bcc: 

From: L. Jean Lew i s 9 INVEST- 1 9 RTCXC 

f ject: /7236 Madison Guaranty Savings 

Dace: Wednesday! September 29, 1993 16:22:55 EOT 

Attach: 

Certify: V 

Forwarded by: 



I've received a follow-up call from Donna Henneman with the Executive Office 
for U. S. Attorneys. She spoke with her supervisor. Deb Westbrook, regarding 
ay request for a written follow-up to her verbal request that the Executive 
Office be copied on all the Madison referrals and exhibits. MS. Westbrook has 
withdrawn her initial request for copies, and stated that they will go through 
the U. S. Attorney's office to obtain copies rather than having us copy their 
9ffice directly. Ms. Hennenan indicated that this route would not make the U. 
S. Attorney's office feel as though the Executive Office was "going behind 
their back" in requesting copies of the referrals. 

She then reiterated that she would like to be copied on the transmittal 
letters that will be sent with the referrals to the 0. S. Attorney and the 
?BX, with a brief summary paragraph outlining the suspects and content of each 
referral. I agreed to her request, and will make arrangements to provide the 
requested summary on the transmittal letters. 

I . let you know if Z hear from her again. 


I5T03 
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To: 

Cc: 

Bcc: 

Prom: 

Select: 

0 . i: 

attach: 

Cart if y: 
Forvardad by: 


Lee 0. Au»en# INVEST* 16RTCXC 
L. Richard Iorio#INVEST-l#RTCXC 

L. Jean Levis# INVEST- I tRTCKC 

#7236 Madison Guaranty 

Tuesday, October 26, 1993 15:35:28 CDT 

Y 



lust FYI... 

lased on our conversation this afternoon regarding the OCC's inability to 
locate their past exams for UNB/Little Rock, I took a shot at a hunch, and 
lade another call to Cristina Plechas, the attorney for the FDXC in Memphis 
'ho had previously advised me (in response to my written request of 6/23) that 
>CC would have been the regulatory agency for UNB during 1986. 

hristina, so X have learned, is no longer with the FDXC in Memphis. However, 

' spoke to her successor, Broderick Nichols, and outlined the previous request 
/ ith him, asking him if he would do some additional followup just on the off 
hence that the FDXC might have done a concurrent exam on UNB with OCC at some 
oint between 1983 and 1987. X then explained to him that the OCC seemed to 
e having some difficulty in locating their records, and advised him that X 
as informed by OCC that prior to 1991, UNB was actually First National Bank 
•f Jacksonville. Well, it turns out that Broderick Nichols is from Little 
ock. What a small vorldl And he evidently grew up knowing where Union 
a*'onal Plasa is and that Union National Bank was, and still is, the largest 
a. in Little Rock. He was somewhat concerned about the fact that OCC 
ouldn't find their exams, and has offered his expeditious assistance in 
ocating any concurrent exams done by FDXC. He's also offered to aid me in 
ocating other potential leads and sources within OCC that might be able to 
ediseover the whereabouts of the UNB exams. He couldn't quite understand how 
he OCC could lose a $500 million bank. Does this sound familiar?? 

'll keep you posted. 


I5T04 
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To: 

Cc: 

Bcc: 

From: 
f *>ject: 
l 

Attach: 
Certify: 
Forvardod by: 


L. Richard lor iof INVEST- 1IRTCXC 
Lee 0. Ausenf INVEST- 1 IRTCXC 

L. Joan Uvisf INVEST- If RTCXC 

#7236 Madison Guaranty 

Wednesday, October 27, 1993 13:37:23 COT 



Just got a call from Donna Henneman, Ethics Program Manager, Executive office 
for U.S. Attorneys* She asked if I'd received a declination letter on the 
first referral (CO 004) from the U.S. Attorney in Little Rock. Z told her that 
/e had not received a declination to date. She then advised that her 
supervisor, Deb Westbrook, had evidently had a conversation with U.S. Attorney 
’aula Casey, and that Ms. Casey stated that she would be sending a declination 
etter to the RTC on that particular referral. No date was given, and Donna 
lid not reference the date of the conversation between Ms. Westbrook and Ms. 
'asey. I asked Donna if she knew the basis for the declination, and she 
esponded that she did not, and hadn't seen a copy of the letter either. She 
hen suggested that if Z do not receive the letter of declination within a 
airly short time frame, to please let her know. 

onna also noted that Ms. Westbrook advised her that USA Casey had stated she 
ould "deal” with the other referrals as well. 

'* keep you posted as to any further calls from Ms. Henneman. 
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United 5 Attorney 
Eastern l Act of A Hums as 


ATT- I 


*>• Offct 3 * 129 
LaU Aodt. /4/Ouai 723QS 


October 27, 1993 



Ms. L. Jean Levis 
Crininal Investigator 
Resolution Trust Corporation 
4900 Main Street, Suite 200 
Kansas City, MO 64112 

Res /7236 Madison Guaranty Savings and Loan 
Crininal Referral Number C0004 


Dear Ms. Levis: 

I an writing at the request of the Office of Legal Counsel, 
Executive Office for U.S. Attorneys of the 0.3. Department of 
Justice to let you know the status of this referral. 

As you know, this referral was reviewed by the crininal 
Division of the U.S. Department of Justice at the request of the 
previous United States Attorney for the Eastern District of 
Arkansas. The natter was concluded before Z began working in this 
office, and Z was unaware that you had not been told until Z was 
contacted by the Office of Legal Counsel. After receiving the call 
fron Legal Counsel Z reviewed the referral, and Z concur with the 
opinion of the Departaent attorneys that there is Insufficient 
information in the referral to sustain nany of the allegations made 
by the Investigators or to warrant the initiation of a crininal 
investigation. 

Although I an declining to take further substantive action on 
this referral, ny decision does not foreclose future prosecutions 
about the natters covered by the referral or related natters in the 
event that ny office and the FBI are given access to records or 
infornatlon indicating that prosecutable cases can be nade. 


Sincerely, 



United States Attorney 


ecs Debra Westbrook 

Office of Legal Counsel 
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Bf SOLUTION TBUST CORPORATION 
Raiortaf TIm Co^Wcm 



November l, 199 3 

Thu honor able Paula /. Casey 
United JtitM Attorn*/ 

Iifttra Distric t o/ Arkansas 
9,0. Bom 1229 

Little Bock, A rkansas 72202 

But 07224 Madison Guaranty Saving a t Loan 
Criminal Mafarral Humber c 0004 

Daar Ha. Casey t 


I have received your October 27, 1993 latter regarding the above , 

and referral. On the baaia of comments contained within your P letter 
interpreting that corraapondance aa a formal declination to oroeenurl 1 , 

0COOO4. roe stipulated in your letter that thia natter waa concluded prior tithe 
bagging of your tenure aa the United Stataa Attorney for the tlstSn SlMiet 
of Arkanaaa. Prior to the receipt of your latter. BTC District 

advised that the matter had been formally concluded. Iny, * ati 9*tiona waa not 

Between September 1 , 1992 and today’s date, this office haa received a total 
three letters with regard to the aforementioned referral in * 
of declination. The other two letters were from PBI/SAC D^pttxle^ linVj IV 
acknowledging receipt of the referral, and from Acting United \Ci 5/92 ’ 

Bichard Pence, 5/ 10/92, advising thia office that hewal unaHre of the 
status aa it had been forwarded to the tree 

Attorney’s by former Onited States Attorney Chuck Banks. * United States 

If there were other documents produced that are relative to the 
eA4, matter, I would appreciate receiving the appropriate copies. 

The BTC Kansas City Office of Znveatigatione will continue it*a mi.v. 
cooper, cam »itJ> both t h. <7z.it.rf Jtiu. Aetorn. y >, .t tie. II, eA . ff. f! 
r.f.rr.J r.i.c.rf «rf iz»vo.ei».Civ. rn.klxa .u r.ccri. 

accessible aa regueated. ¥ pwrtment records 

Should you have any further questions, or ii thia office may be of further 
assistance, please do not hesitate to contact me at (BIS) 9BB-7217 of it i 1 
unavailable. Supervisory Investigator Lee Auaen at (Blit 9 SS. 724 S , ** r 
Investigations Officer Bichard tone at (Sit) HB^IBIB.' *** 7242 

Very truly your a. 


L. Jetn Lewis 

Senior Criminal Investigator 


CCS 


Debra Veatbrook/Oftice of Legal Counsel 
L. Bichard lorio/field Investigations Offlcer/BCO 
Leo Auaen/ Supervisory Investigator/BCO 


dUCO Main Sheet : & Me 200. Kansas CJty. Mbsouri. 641 12. (8 16)531-22 12 


I5T07 



3285 


To: 

Cc: 


Bcc: 

Proa: 

bjact: 

uata: 

Attach: 

Cart if y: 
Forvardad by: 


Jana N. *ankovski90LA9RTCXC 
L. Richard Zorio 
Laa 0. Ausan 
Michaal X. Caron 

L. Jaan Levis! INVEST- 19RTCXC 
ra: aadiaon guaranty 
i Wednesday, Novaabar 10, 1993 


13:24:34 CST 


© 


N 


Hay you! Just a haads up to 1st you know that Nika Caron, Sanior Criminal 
Investigator, is now tha load invastigator on Madison... so anynore faxas you 
sand should cons to Nika's attention, and any furthar cosnunication about 
Madison should go to his, too. Tha Povars That Ba hava dacidad that X'a 
battar off out of tha lina of fira (and X ain't arguing), but plaasa lat me 
assura you, that va ara 1 saving you in vary capabla hands! Got any questions 
bayond that, ask Laa or Richard... 
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JCw. 

*rom: 

ubject: 

>ate: 
attach: 
rertify: 
'orwarded by: 


Janes R. uudine#Oper-inv#RTCDC 
Dennis M. Cavinaw#EXEC#RTCKC 
Janes C. Thompson# EX EOF SC 3 RTCXC 

A. Bowen Hinton#OLA#RTCXC, Jane M. Jankowski#OLA#RTCXC 

L. Jean Levis#lNVEST-l#RTCXC 
L. Richard lor io# INVEST- 1IRTCXC 
Madison Guaranty 

Monday, November 15, 1993 11:26:54 CST 
WHITEPAP . MAD 
N 



>n Thursday, November 11, 1993, there was an article that appeared in the 
ashington Post concerning declination of prosecution on the first Madison 
eferral that was transmitted to the Department of Justice (DOJ) on August 31, 
992. 

ontained in the article was information that the referral had been reviewed 
y DOJ and that a decision had been made early on to decline on this referral 
nd that when Paula Casey US Attorney, Little Rock, Arkansas, in fact issued 
he declination in October 1993, she was simply bringing this matter to a 
lose. 

he document attached clearly refutes this train of thought. In fact, it 
ppears that no thorough review of the document had been conducted as late as 
une 23, 1993, some ten months after the referral had been initially 
xt 'mitted. It was not until September 29, 1993 that this office was advised 
ha_ the referral would be reviewed. 

his whole issue might not be important, however, for purposes of credibility 
ith regard to the RTC's efforts in this area, this memo and attachment are 
ubmitted for factual clarity. 
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BTC Criminal Referral #00004 on Madison Guaranty Savings was completed on August 
31, 1992, signed by RTC Kansas City Investigations management on September 1, 
1992, and sant via certified mall on September 2, 1992, to Charles A. Banks, O.S. 
Attorney, Eastern District of Arkansas, and SSA Steve Irons, FBI, Little Rock. 

By early Hovember 1992, no standard written response of prosecution or 
declination had been forthcoming from the O.S. Attorney's office. Is mid 
Hovember 1992, the lead criminal investigator made the first of a number of 
verbal requests to both the O.S. Attorney and FBI in Little Bock for some form 
of written acknowledgement that the referral had been received and reviewed. A 
written acknowledgement dated December IS, 1992, from FBI SAC Don X. Pettus, was 
received by the lead criminal investigator on January 4, 1993. This 
acknowledgement stated that the referral had been received, and that further 
questions should be directed to AOSA Floyd Mac Dodson, who had also received the 
referral and exhibits. On January 7, 1993, the lead investigator had a 
conversation with AUSA Mac Dodson in which he advised that he wasn't sure the 
referral was still in the O.S. Attorney's office in Little Bock, and that if 
prosecution occurred, it would probably be through a special attorney sent to 
Little Bock to handle the situation. 

For four months, there wae no further communication or correspondence received 
by Investigations on this matter. In a Kay 3, 1993, conversation between 
Investigations and the O.S. Attorney's office, it was indicated that referral 
#C0004 had been a sent to Justice in Washington almost as soon as it was received 
last September*. On May 4, 1993 Investigations sent a written inquiry to Acting 
0. S. Attorney, Blchard M. Pence, requesting the status of the referral. On Kay 
12, 1993, Investigations received a letter from Mr. Pence (dated May 10, 1993) 
stating that former O.S. Attorney Charles Banks had determined that his office 
had a conflict of Interest with conducting an investigation or prosecuting 
criminal chargee relating to referral /C0004, and had sent the referral and 
exhibits to the Office of Legal Counsel (*OLC*), Executive Of flee for O.i. 
Attorney's, 0. S. Justice Department, Washington D. C. Re stated that any 
further inquiries as to the statue of the referral should be directed to that 
office, providing a phone number in Washington D. C. 

As suggested by Mr. Pence, the lead investigator called the OLC on May 13, 1993. 
This initiated a serlee of IS phone calls between the OLC and Invest lgat ions i 10 
taking place between May 13 and June 29, 1993, and five transpiring between 
September 23 and October 27, 1993. The majority of these calls were incoming to 
Investigations, and provided information as to the progress being made with 
regard to locating and determining the status of the referrsl. 

The June 23, 1993 conversation between Investigations and OLC indicated that the 
decision had been made to return the referral to the O.S. Attorney in Little Rock 
as there wee *no basis for recusal of the 0. S. Attorney* and apparent *lack of 
conflict of interest.* During a conversation on September 23, the OLC inquired 
as to the "final disposition* of referral SC0004. They were advised by 
Investigations that no formal notification had been received of either a 
declination or intent te prosecute. Investigations then advised OLC that there 
were additional referrals pending! OLC then requested that Investigations remain 
in contact with the OLC regarding further communication from the 0. S. Attorney 
la Little Bock. 

On September 29, 1993, the OLC contacted Investigations and advised that 1) the 
Deputy Attorney General's office had been advised of the situation and 2) that 
the pending and prior referrals would be reviewed and a decision made as to 
whether or net they be forwarded to the Public Integrity Section of Justice and 
reviewed for potential prosecution. A verbal request wan then made by OLC that 
they be copied on the transmittal lettere to the 0. S. Attorney accompanying the 
new referrals, and that they be further provided with a summary of each referral. 
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The nine ntv referrals were subeltted to the 0. S. Attorney and pbx in tittle 
Rock on October I, 1993. On October 13, 1993, the Office of Legal Counsel wee 
provided with copies of the trsnselttal letters, end the requested suuarlss on 
eech referral. 

On October 27, 1993, Invest lgat lone received a call froa OLC inquiring as to 
whether or not Invest lgat lone had received a declination letter on referral 
JC0004| the response was *no«* Invest lgat lone was advised that O.B. Attorney 
Paula Casey had advised the OLC that ahe would be sending a letter of declination 
to RTC Investigations, 

On Noveeber 1, 1993, Investigations received a letter dated October 27, 1993, 
froa 9.S. Attorney Paula Casey stating that the disposition of referral #C0004 
had been concluded prior to her taking office, and that she *eoneurred with the 
opinion of the Oepartaent attorneys that there is insufficient lnforaatlon... in 
tho referral to warrant the initiation of a criminal invest lgat ion, • 

On Noveober 11, 1993, RTC Invest lgat ions learned through an article in the 
Washington Post, that Paula Cassy had recused herself and her staff froa any 
further dealing with the Madison referrals. 


1STIT 



3289 


To: Lee 0. . .ien$ INVEST- 1GRTCXC 

Cc: 

Bcc: 

From: L. Jean LewislINVEST-lIRTCXC 

**’b)ect: 

ft Monday, November IS, 1993 17:27:58 CST 

Attach: 

Certify: N 

Forwarded by: 



A few comment* with regard to our conversation this afternoon about the 
pending meeting with Oonald Mackay and his staff on 11/22. 

You know, Richard knows, Donohue knows, Mike knows, and Z know that Mackay is 
not coming here to look at records. Cut to the bottom line. He Is cosing 
here because he wants to be convinced that there either ZS or IS NOT a very 
good case behind those referrals. He isn't coning specifically to discuss 
subpoena compliance, because he hasn't opened any cases yet. He's coming here 
to evaluate us, our work, and to try and decide just how good this case is, 
and how he can best deal with a very sensitive political situation. What 
would be easiest for him is to decide that, after meeting with RTC 
Investigations, he can conclude that there is no merit, and has 
accordingly advised Investigations that the matter will be dropped. If we 
don't convince him that those referrals are exceptionally solid, well prepared 
and supportable cases, then there is very little doubt that he will dispense 
with this situation in very short order. 

R' ardless of stated agenda, and regardless of whether or not I'm in 
i andance, he's going to try and make an objective assessment based on what 
is presented to him during the meeting. If that's the way the meeting starts 
aut, then you better pull out all the stops to support the work we've done, or 
:hat's the last we'll hear of the Madison investigation. That's my instinct 
:alking, and so far, it's been pretty much on target. 

Ilehael is extremely knowledgable about Madison, and very capable of handling 
.he situation. I would not do him the injustice of thinking otherwise. But 
nternal political crap notwithstanding, if this meeting is going to turn into 
» turkey shoot, then you are going to need every loaded gun you've got to 
assist you in convincing this special prosecutor that the case is as good as 
.t looks on the surface. And yes, we have strong documentation to support 
.he allegations. But what's beneath the surface, including where we looked 
«nd why, who's tied to who, who's in business with who, who got paid for what 
nd where all the internal and external ties are, isn't in writing. It's in 
»y head. 

've had my say. The decision is up to you and Richard. 
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December 21, 1993 


Mr. Bill C Houston, Regional Director 
Division of Supervision 
Federal Deposit Insurance Corporation 
5100 Poplar Avenue, Suite 1900 
Memphis, Tennessee 38137 



Dear Mr. Houston: 


The Resolution Trust Coiporation's ("RTC") Kansas City Office of Investigations is currently 
conducting an investigation into matters relating to an insolvent Little Rock, Arkansas 
savings & loan. Significant evidence points to the possibilities of loan "parking", loan 
"swapping", insider abuse an d collaboration between specific borrowers and the principals 
of the financial institutions and Little 

Rock, Arkansas including the aforementioned insolvent thrift^^rder to expedite this 
investigation, 1 would appreciate your assistance in providing this office with copies of the 
Repons of Examination (’ROE*) from 1983 through the most recent exam for the above 
captioned institutions. 


This written request is made pursuant to the terms of the Agreement Regarding 
Confidential Information between the FDIC and RTC, as signed by FDIC General Counsel 
Alfred J. T. Byrne and RTC General Counsel Gerald L Jacobs, effective January 1, 1992. 

Should you have any questions or require additional information, please do not hesitate to 
contact me at (816) 968-7191. Your expedited attention to this matter is appreciated. 


Very truly yours, 

. C.fili 

Michael E. Caron 


Vi- 


UW 


Senior Criminal Investigator 
Office of Investigations 


cc L. Richard lorio/Field Investigations Officer/KCO 
Lee Ausen/Supervisory Investigator/KCO 


4900 Main Str—t. 200. Korn C»f. Maout.641 12. (816)531-2212 
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To: Jan* M. Jankowski lOLAtRTCKC 

L. Richard Ioriol INVEST- 18RTCXC 
Lee 0. Ausen# INVEST- 1 CRTCXC 
Michaal X. Caronl invest- ibrtcxc 


Proa: 

Subject: 

late: 

\ttach: 
:ertlfy: 
'orwarded by: 


L. Jtin Lawlsl INVEST- lgR TCKC 
Thursday, January 8 , 1994 18:12:05 CST 


Y 



’his is just to advisa that aar llar this evening, Z racaivad a call froa 

who startad out bar call with "Z've baan Had 
o by tha Justica Dapartaant”. I advisad har that Z could not of far any 
omment, but that I would listan to what sha had to say. 

ha statad that har sourcas froa DOJ, who wara thara during tha and of tha 
ush Administration, had advisad har that tha original RTC rafarral was takan 
uch mors sariously than tha public has bean lad to believe, and that whila 
hay baliavad that tha Clinton's dafinitaly stood to banaflt fros tha allagad 
hack kiting activities, thay may not hava had sarious criminal culpability, 
hay also advisad har that tha rafarral was laft in Littla Rock to prosacuta 
y former USA Chuck Banks, because for Washington to ba involved would look 
too political." Sha said that thay (har four DOJ sourcas) all told har that 
here was no basis for recusal, and no conflict of interest in Littla Rock. 

ha chan advisad that Justica sourcas today informed har that it was line 
taff attorneys in tha Criminal section of DOJ/DC that decided tha rafarral 
arrantad no further investigation, and instructed Paula Casey to decline. 

ie also noted that har previous DOJ sourcas had said that after tha Clinton 
Iministration came into Washington, thara wara roadblocks put up around this 
iferral, and that it had baan their opinion that tha RTC staff was attempting 
3 do a legitimate job, but was being stymied by personnel at Justica for some 
>ason. Sha asked me if it was true that tha Clinton's wara named as 
itnassas on tha rafarral; Z declined comment. Sha asked me it it was true 
iat tha RTC had not baan notified for months after the referral was allegedly 
sclined by the staff attorneys in DC; I declined comment. 

told har that she would have to call you (Jane) in Public Affairs for any 
iditional information, and sha advisad me that she'd already talked to you, 
id got no information. Sha statad that sha understood that Z was in a 
fficult position, for which Z thanked har, and the conversation ended. 

found what she had to say vary interesting. Zn the future, Z'll comply with 
chard and Lea's wishes that Z not even listan to what a reporter has to say, 
id just offer a no comment. However, whan someone starts out with "I've 
an lied to by the Justice Department", it's human nature to wonder whether 
• not its true. 

up endeth the lesson. 
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January 6, 1993 

This document Is a recap of a phone call th at Z just received from 
reporter ■■■■■■■■), whose opening consent 
was "I've just been lied to by the Justice Department." My comment 
was that.Z would not be able to respond to any of her questions, 
but that I was fascinated by the fact that she thought she'd been 
lied to, so Z would listen to what she had to say. 


She outlined her credentials, stating that she'd written a booh on 
drug trafficking, and had covered the "peanut loans", Bert Lance, 
Billy Carter, Jinny Carter and the najor governmental agencies 
during the Carter administration. . 

She'd been advised that Z was the investigator on the case, and 
wanted to know which of the stories she'd been told by her sources 
at Justice were correct. Evidently, she had four former Justice 
sources who were there during the Bush administration, and that had 
been there when Chuck Banks sent the referral to Washington. The 
story they told her was as follows: 


• The referral was originally sent to DC as an "urgent report" 
for the Attorney General's review, due in part to the 
political sensitivity of some of the identified nanes, stating 
that Banks felt his office had a conf let of interest. (This 
coincides with what ny letter from Richard Pence states, and 
what Donna Hennenan told ne during our nany conversations on 
the whereabouts of the referral). There are conflicting 
stories about why Keeney wrote the neno referenced in the 
Schnidt/Zsikoff story of 1/5; her sources stated that when the 
RTC referral was reviewed at Justice, it was taken nuch sore 
seriously than the public has been led to believe, and that 
they believed that the Clinton's stood to benefit froa the 
check kite although they nay not have had serious crininal 
culpability. She asked if it was true that the Clinton's were 
named as witnesses on the referral; Z told her no consent. 


She said that her former Justice sources advised her that 

Benke had never recused himself, and that CID/DOJ DC left the 

referral in Little Rock and told Banks to prosecute, because 
1) there was no conflict of interest, 2) there was no basis 
for recusal, and 3) that for Washington to get involved would 
"look to political" since it was right before and after the 
*92 election. Her sources also indicated that DOJ now seems to 
be deliberately naking it look lika the referral was "vague" 
and "anbiguous", and not to be taken seriously. 

She stated that her sources told her that it appeared that the 
RTC folks were legitimately trying to do their job, and had 
legitmate concerns relating to the allegations contained the 
referral, but that when the Clinton administration came in, 
somebody started putting up roadblocks on the referral, and 
her sources didn't know where it was coming from. 
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• Her current Justice sources state that it was the line staff 
attorneys in CID/DOJ DC that made the decision several sonths 
ago that the referral warranted no further investigation, and 
instructed Paula Casey to decline accordingly; however, the 
RTC wasn’t notified for months, which should have been 
corrected. 

went on to ask several questions, all of which Z 
replied Z could not answer, and referred her Public Affairs and 
Jane Jankovski. She stated that she'd already talked to Jane, and 
that it had gotten her nowhere. She asked if Z knew anyone else 
that she could talk to, or if anyone that had left the RTC would 
have any inf onset ion. Z stated that there were no nanes that Z 
could give her other than Jane Jankovski in Public Affairs. She 
then asked ae if it was true that the RTC had not been notified of 
the referral declination for several aonths after it had been 
allegedly declined, and Z told her no coaaent. 

She said that she understood that Z was in a difficult position, 
and but that she needed all the help she could get. Z thanked her 
for understanding the difficultly of ay position, advised her that 
Z understood that she was only trying to do her job as a 
professional, but that 1 could not professionally or ethically sake 
any coaaent about the investigation. She offered her phone 
nuabers, which Z did not write down. She thanked ae for ay time, 
and hung up. 

My overall inpression of this conversation was that she is very 
close to the heart of this story, and that she is alaost on top of 
the "white paper" chronology outlining the sequence of events and 
coaaunication between DOJ and RTC on C0004. 


Lee Ausen wa s present for the entire conversation that Z had with 
and suggested to ae shortly before the conversation 
ended that Z terninate the call with a "tine out" gesture. He and 
Richard Zorio both advised that if she included anything in her 
story regarding that fact that Z'd even listened to what she had to 
say, it would look bad for the RTC, and recommended that in the 
future, Z not even listen to what a reporter has to say. 

Z advised them both that Z felt that listening to what HHHHB 
had to say provided valuable information, and that there was no 
point in being rude to the press, anymore than there was any point 
in being rude to Justice or the FBI. "No comment" does not have to 
be offensive. Z further stated that Z would never do anything to 
undermine that efforts that the RTC has made, or take any action 
that would question our credibility or integrity, let alone do 
anything to compromise the invest igat ion on which Z have spend the 
past two years as the lead investigator. 


Z concurred that in the future, Z would simply send the reporters 
to Public Affairs. However, Z am very much inclined to believe 
that, on the basis of my personal, and documented, knowledge of 
what transpired during the conversations Z had with Donna Henneaan 
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of DOJ/Office of Legal Counsel/Ethics section, that 
is not far from the truth: it's beginning to sound like somebody, 
or multiple "somebodies" are trying to carefully control the 
outcome of any investigation sorrunding the RTC referrals, and that 
the beginnings of a cover-up may have already started ’ months ago. 
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January U. 1994 


MEMORANDUM 

To: Vice PmUentt 

Aaiiittflt Vice PrtsWenu 

From: TrokKyu 

Deputy CEO /^jT ^ 

R « Madison Guaranty Savings and Loan Association 


FWdVhi 
W. Oudtev 
0. WlsnewtU 
R. Sammons 
A. Fafton 
J. Lomu 
J. Maine 
J.Ktrteoii 
J. Dtrwmore 
9. Koopmans 
«4JT Cavtnew 
J. Thompson 
J. Hambrio 10 


The RTC has received numerous requesu for information on Madison Guaranty Savings and 
Lota Association and related miners. Interim CEO Roger Altman is committed to responding 
to these requesu as promptly and thoroughly as possible. 




In order to assure that the RTCi response to requesu on these matters Is thorough, accurate, 
and timely, I have established a working group to coordinate the collection and distribution of 
all Information and maiaial responsive to the requesu. The working group is comorised of 
James D udine, WQUam CoHlihaw. and Peter Knight 



1 am sure that I on count on the hill cooperation of you and your staff with the working 
group. Please see that this memorandum is distributed to the appropriate staff. 


}p 



C 77 ^ 


C 7W 

gj C //*r-7ZA / 


00er ( j&#S 


mi ima*9*.N.v*v**tvtcn.*c.ZidU 



3296 


To: 

:c: 

3cc: 

' i: 

Subject: 

)it«: 
attach: 
Certify: 
r orwarded by: 


L. Richara Iorio#lNVEST-l$RTCXC 
Dennis M. Cavinaw#Assets-fa#RTCDC 

Janes R. Dudine#Oper-inv#RTCDC 
Madison Guaranty 

Tuesday, January 25, 1994 14:18:27 CST 
N 

L. Richard lor io# INVEST- 18RTCXC 



romments by: L. Richard Iorio#iNVEST-i#RTCXC 

'orwarded to: Lee 0, Ausen# INVEST- 18RTCXC 

lichael X. Caron# INVEST- 1IRTCXC 

.. Jean Lewis#XNVEST-l#RTCXC 

enneth W. Foust# INVEST- 19RTCXC 

;ary M. Davidson#lNVEST-l#RTCXC 

arrell D. Denton# INVEST- 18RTCXC 

omments: 


YI. 


[Original Message) 


t the request of General Counsel Kulka and Deputy CEO Ryan, PLS and The 
ashington Office of Investigations have established a tia. to as«rtI?S if 

n ‘ i? bi 4 ! y cUiM r *" ain Y U ^ a *• * r..ult of the rwent l 4 uu£!™ 
standing the statute of linitaions from two to five years, in this case tna 
esurected statute expires at he end of February 1994 . ch# 

ary Watts of my staff, assisted by Tom Murray will be visiting your office 
.nis week and next. Please give them access to all records a!2 
nd to knowledgeable members of your staff, including recorded* dwuEInti 
nat are covered by a Federal Grand Jury Subpoens. aocunents 

ary and Tom will be working with a team of PLS attorneys headed bv Sr 
dunsel Mark Gabrellian and including Terry Arbit, Jim ig 0 , ApJii Breliaw 
arl Gamble and Susanna Rigby. The objective is to complete the re^uioi 
laims potential by next week. In addition the team will assist in 
detailed history of events, including the criminal referral and document 9 
is,u#s ' *° ****** ■enagement in communicating in a factual and 
mfied way to Treasury and Justice officials, the speciil counsel aJd to 
ppropnate committees and members of Congress. counsel and to 
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To: L. Richard Iorio*INVEST-l§RTCKC 

Let 0. Ausen? INVEST- 1 QRTCKC 
Michael X. CarontlNVEST-igRTCKC 


From: 

Subject: 

Date: 

Attach: 
Certify: 
Forwarded by: 


L. Jean Lewis#INVEST-lBRTCKC 
U.S.Atty's office/Little Rock 
Monday, February 7, 1994 9:41:03 CST 

Y 



This is to advise you that I've had a conversation this morning with AUSA 
Fletcher Jackson of the U.S. Attorney's office in Little Rock. I called Mr. 
Jackson last week to make an inquiry regarding Independence Federal Sa vings in 
Batesv ille, Arkansas, out of which he had prosecuted a case regarding MBA 
JBP Duane Kepford sent me a memo quite some time ago about anot her 

in having done a preliminary review of Independence, that Edney was given 
immunity for cooperating. I called Mr. Jackson last week to verify that fact, 
which he in turn did verify when he called back. 

Mr. Jackson called Friday afternoon, and as I was out of the office, I 
intended to call him back this morning. Before I had the opportunity to call 
him, he called me. 


k discussed ■■■■■■&, and he then changed the topic by asking me if 
Steve Irons had told me last fall not to talk to Fletcher. I told him that I 
preferred not to answer the question. He then stated that he "didn't have 
nuch use for either Steve Irons or Cretchen Hall", and wanted to know what I'd 
seen told. I advised him that Steve Irons had told me last fall that he 
thought it was a good idea if we (being Steve and myself) didn't talk to each 
ather for a while about Madison. I further added that it had been suggested 
to me by my management here that any questions directed to me by the u.s. 
Attorney's office should probably come through Steve Irons or another FBI 
agent, and that since the FBI was ay most appropriate contact, I should funnel 
response s to any questi ons through them. Mr. Jack son made a comment that he 

And he was looking for 


3ome input from me. He didn't get any. 


He then added that he'd spoken to Jeff Gerrish recently, and that Gernsh was 
"absolutely astounded" that nothing more was ever done criminally with 
Hadison, beyond the Castle Grande transaction. He asked if me if knew who 
lerrish was; I advised him that yes, I knew Jeff Gerrish, and no, I was not 
aware of Mr. Gerrish'e opinions regarding the prosecution of criminal actions 
jut of Madison, and that I'd formed my own conclusions on that point, and 
:hat's where they would stay - my own. I then advised Mr. Jackson that I lid 
iot wish to discuss Madison Guaranty, and we could change the subject, or -ang 
jp. He persisted, and I explained to him that I'd developed a respect for \m 
luring the past 2 1/2 years, and that out of respect for the working 
relationship we've previously had, I wasn't going to talk about Madison. 

;» hung up after a coridal goodbye. 
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To: 

Cc: 


Bee: 

From: 

Subject: 

Date: 

Attach: 
Certify: 
Forwarded by: 


Thoaas L. Hindes#Legal-pls#RTCDC 
Janes R. Dudine#Oper-inv#RTCDC 
L. Richard lor io# INVEST- 1#RTCXC 
Clan A. Penrose# EXECgRTCXC 
April A. Breslaw#Legal-pls#RTCDC 
David G. Eisenstein#Legal-pls#RTCDC 
Russell F. Kaufman#Legal-Exec#RTCXC 
Philip J. AdamsILECAL-PLSfRTCXC 

Julie F. YandalLEGAL-PLSlRTCXC 

Visit from OCOS re: Madison 

Wednesday, January 3 , X994 13:39:90 CST 

X 

L. Richard Zorio* INVEST- lIRTCXC 



Comments by: L. Richard lor io* INVEST- lORTCXC 

Forwarded to: Lee 0. Ausen* INVEST- lORTCXC 

L. Jean Lewis# INVEST- lORTCXC 

Michael X. CaronllNVEST-lIRTCXC 

Jane M. Jankowski fOLAIRTCXC, ban 

Connents: 

FYI. This is way out of line. I have already contacted WDC and 
filed a formal cosplaint. 


.. — — .......... — .... [original Message] — — — — — — — — 

roday at 1:30 p.m., Russ Xaufaan and I received word that OCOS wanted to talk 
to us about the Madison Guaranty "investigation". We net with representatives 
}f both WDC and KCO OCOS: Leonard Newnark (WDC) , Michael Kohn (XCO) and a 
third individual whose nane I cannot now remember. When Russ asked who had 
sent them to talk to us, Mr. Nevmark replied that it had been his supervisor 
vho had sent then and who had instructed them to be "proactive" in dealing 
vith the issues this case would raise. Mr. Newnark indicated that they were 
tot conducting an investigation, but rather an "inquiry". 

rhe first question they asked was who had made the criminal referral on 
ladison Guaranty. Russ indicated that the referrals were made in accordance 
vith RTC policy and committed to providing Mr. Xohn with a copy of the rtc 
policy. There was no further discussion of the referrals. 

rhe second series of questions they asked dealt with what they characterized 
is "fitness and integrity" issues concerning the Rose Lav Firm. First, they 
isked what investigation PLS had done into the representations the Rose Firm 
tad made to state regulators to convince the regulators that Madison should 
remain open. Z replied that PLS only investigates Issues dealing with 
>rofessional malpractice and that such inquiries would be made only in the 
rontext of conflict of interests issues involving outside counsel. I then 
explained that this case was not regionalized and that April had served as the 
»LS attorney on this case. Second, they asked vho wee the FDIC "conflicts 
:r 'act" on this case. Third, they asked what information we had concerning 
:h audit report the Rose Firm had used to convince regulators that Madison 
hould remain open and then later relied upon in a malpractice claim against 
rost 6 Co. Again, I told them that Z had no information concerning these 
ssues • 
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Our discussion lasted no more than 10 ninutes. Russ and Z tha 
Xorio and discussed with his the substance of our conversation 
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ROSE LAW FIRM 

4 Monuiean «iiqcmh— 
ATTORNCYS 

ItO (AST FOURTH tTRCCT 
UTTLC ROCK. ARKANSAS 7**01 
miNoai < ton m.wii 
Tiucenii i »oii m-uoa 


October 10, 1983 


HIUART MSMAH CUHTOH 
e. MMfu««c* 

TIM M 4 Ov 


Mr. Jamas B. McDougal 
Chairman of tha Board 
Bank of Kingston 
101 Public Squars 
Kingston, AH 72742 


**■ J »»« Km 
«*uiam ■ u»ih. a 
■CMhctm a Mlw 

••CMAAO • irtiUAMT 
•®»*H • Cum 
©mamma j OA.acrr 
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Thoha* a ruteia 
©AVI* A. U«M 
CAAOi a. UNi* 
^*<«**ii taaapw. v*. 
JAMCS M. ACMtCK. ■ 
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a. omvta km a. va. 
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wcaarta w «ua«u 



Dear Jim: 


OH Pursuant to your discussion with Hillary Rodha m 
Clinton, I an enclosing herewith a copy of our firm 
statement, dated December 23, 1981, covering services 
rendered in connection with the matter of the first * 
National Bank of Huntsville v. Madison Bank and Trust. 

Very truly yours. 


C. j. Giroir, Jr. 


CJGjr:sg 

Enel. 


\5T23 



3301 


IN ACCOUNT WITH 


ROSC LAW FIRM 


1 20 CAST FOURTH STRUT 
UTTU ROCK. ARKANSAS 72201 
PHONC SOI 375-9131 


Mr. Janes B. McDougal 
Chairman of the Board 
Bank of Kingston 
Kingston, AB 72742 


December 23, 1981 


Tux iitntifiution number 71 0439614 


CJG/sg 


FOR LEGAL SERVICES AMD PROFESSIONAL ADVICE 

rendered by Vincent Foster, Jr. , Carol Arnold 

and Mary Ellen Russell subsequent to our 

billing dated December 23, 1981 through May 

15, 1982 in connection with the matter of 

First National Bank of Huntsville v. Madison 

Bank and Trust? Madison Chancery IE-81-112—— $ 5,000.00 

COSTS ADVANCED SUBSEQUENT TO OUR BILLING DATED 
DECEMBER 23, 1981 THROUGH JULY 31, 1982s 

Long distance telephone $ 91.17 

Xerox charges 21.40 

Extraordinary postage 1.54 

Package delivery expenses (.70 

Supreme Court Clerk 100.00 

Computer Research 92.70 

Trevathan Printing Company 580.10 

Total costs $ 893.83 

TOTAL FEES AND COSTS $ 5.893.83 
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memorandum 

February 7, 1985 

TO: Governor 8U1 Clinton 

FROM: Jin McDougal 

Kathy called yesterday to ask for my recommendations for two people 
to fill the vacancies on the State Savings and loan Board. 

For the industry position from the 2nd Congressional Olstrict, I 
recommend John Latham, who is chairman of the board of Madison 
Guaranty Savings and loan Association. Mr. lathan is a CPA and a 
licensed attorney. He Is a major contributor tojjprour campaign. His 
board /Jf directors is SOI Black, giving his institution the largest 
minority representation of any financial institution in the state. 

For the consumer position from the 4th Congressional Olstrict, I 
recommend Or. Jerry Kendall of Camden. Or. Kendall Is a popular 
figure at Camden. His wife, Nancy from Magnolia, is widely and 
favorably know. Their complete support of your administration is 
a certainty. 

Bill, we are down to only about IS state chartered savings and 
loan institutions and 1 an about the only one around who has 9 any 
interest in this board. 

JRM/ss 
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Oecember 12, 1984 


Hr. Ron Proctor 

Citizens Bank 

P. O. Box 281 

Flit ) In, Arkansas 72834 

Dear Ron: 

I have been unsuccessful In trying to meet with 
Bill and Hillary to sign the note renewal. 1 
have forwarded to then by messenger this morning 
the note and an envelope with which to forward it 
to you. 

Each month we will deposit into our account at 
Plippln an amount sufficient to cover the monthly 
payment. 

Thank you very much for your patience and tolerance 
in this matter. 


Sincerely, 

Jdnes B. McOougal 
WHITEWATER DEVELOPMENT CO. 


JBMcO/rm 
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April M, 19M 

TO: John lathaa 

FROM: J la McDoufal 

Z want this preferred stock aatter cleared up laaadlattly aa Z 
nood to go to Washington to aoll stock. 

JH/ss 
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MEMORANDUM 


February 19, 

1963 

TO: 

John (.athaa 

FROM: 

Jla McOougal 

SUBJECT: 

Harvey Bell Cars 


(g> 


t Hi vints us to do • leasing a'rrangesent on t>ls funeral ears. Pleas# 
I assign soseon# to dlseuss this with his. His nuaber la 376*1600. 

I Proceed with your Idea on the subordinated notes. Ve need to aake 

a decision on Madison Bank 4 Trust. 

Z need to close on ay house loan and commercial loan pronto I 
JM/ss 


r 
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January T, 1985 


MEMO 



FROM: Jla 


1. Sat m about Stava Snlth and Rolls Royea. 

2. You, Crag, and Z naad to dlseuaa Saeur&tlaa Llcansa. 
First South has ona on by lta Sarvlca Corporation, 

3. Ask Crag how wa gat a aarkat survay for shopping eantar. 

*. Va naad to talk about how to handla first payaant on tha 
90-day plan. 





J La 
JH/db 
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MEMO 


July 11, 1965 

TO: John lathaa 

FROM: Jla MeDougal 

1. This is poobably a good tiao to taka in soao 5-yoar 
aonay ch«ap. Lot's dlseuss ratos. 

2. Z nood to know ovorythlng you havo ponding boforo 
tho Soeuritios Coaalsslon as Z lntond to got with Hillary 
Clinton within tho noxt few days. 

JM/ss 


o 
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